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PREFACE 
This thesis/ dissertation is in partial fulfillment of the requirements for the award of the 
degree of Doctor of Philosophy entitled Executive Doctorate in Business Administration of 
the Faculty of Management Studies and Research of the Aligarh Muslim University, Aligarh, 
Uttar Pradesh, India. 
When deciding on the subject matter for the thesis this researcher was of the opinion that 
\'\ Comparative regional integration studies have assumed importance in many areas of the 
world such as the European Union and other regional groupings. That research and capacity 
f building on the results of integration of states and countries is not well developed. What is 
relevant to large developing countries is not inter-country but intra-country comparisons. 
India is not uniform throughout, there are large variations between states, but very few 
quantitative studies showing how much and why and that the subject should be of practical 
use to his employer viz. the Government of Maharashtra to build on its competitive 
advantage and in taking corrective action to overcome its weaknesses. 
It was also felt that while Michael Porter and others have written about the theory of 
competition, competitiveness of firms and the competitive advantage of nations and the 
International Institute of Management Development (IMD) a Lausanne, Switzerland based 
educational institution and the World Economic Forum (WEF) a Davos, Switzerland based 
organization do compgtitiveness jtudies-for- countries every year. That there are very few 
competitiveness studies of states within large countries (exception is porter's_study_ of 
Massachusetts in the USA) and that it is feh in general that the Indian states in the north and 
east are backward vis-a-vis states in the south and west but there is no quantitative study. 
The United Nations University (UNU) Council at its 46* meeting in 1999 proposed a 
research and training initiative on Comparative Regional Integration Studies (CRIS) in 
Bruges, Belgium to include non-European integration initiatives, thus making the proposal 
more relevant to developing countries. This was proposed because comparative regional 
integration studies are becoming an important topic with the expansion in depth and area of 
the European Union and other regional groupings. Secondly research and capacity building 
on integration issues is not well developed and it is badly organised from a social sciences 
methodological point of view. 
The view of this researcher was that such studies would be more relevant to India if the 
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focus was shifted to an intra-country comparison, i.e. the competitiveness/ competitive 
advantage of states within India. Most state governments in India make presentations to 
various financial investors, to persuade them to invest in the state. Earlier this was done by 
way of sales tax waiver/ deferral for a specified number of years which led to distortions. 
With the Central and State Finance Ministers agreeing not to provide such incentives it 
became necessary that a study be done to arrive at meaningftil conclusions which could 
perhaps encourage investments in Maharashtra. 
hidia is not uniform throughout. Jhe 35 states and union territories have large variations 
in various parameters of development such as percentage of population below the poverty 
line, percentage of electricity subscribers, literacy, state of the state goveniment's finances 
ability to attract foreign direct investment (FDI), differences in urbanization, percentage of 
the primary/ secondary and tertiary (where most of the value added is) sectors in the state's 
economy, etc. Another factor was the extensive urbanization of poverty taking place with the 
development on a large scale of slums in the Indian metropolitan areas and the fact that this 
was disproportionately attracting the rural poor to the more developed areas where the jobs 
were. It was hoped that this study of competitiveness/ competitive advantage of states could 
be used for deciding on measures to stop this large migration which was already creating 
infrastructure problems in the developed parts of the country, whilst .the rest of India 
continued (even though on a significantly reduced scale) to wallow in extreme poverty. 
This researcher was influenced by the fact that while Prof Michael E. Porter of the 
Harvard Business School and others had written books and papers on Competitive Strategy, 
Competitive Advantage, Competitive Advantage of Nations and Competition, there were 
some studies on the competitiveness / competitive advantage of one or two entities smaller 
than countries (e.g. Porter studied the competitive advantage of the state of Massachusetts in 
the USA) and they appeared to equate nations with firms i.e., the economy of the country is 
the same as that of all its firms, this may not be quite correct in a world of multinational 
investment where the main companies could be outsiders. Further all these studies are with 
reference to mainly developed countries, that no study of the states/ provirices of large,^ 
developing countries such as India, China or Brazil h^d begn^ade. A characteristic of these 
countries is that they are not very open economies/ not very dependent on exports for their 
development, even within these countries there are vast differences between the states/ 
provinces with the coastal states/ provinces being by and large more dependent on exports for 
their development (as in the case of India and China), with the per capita increase and overall 
per capha income (PCI) per year being three or four times that of states in the interior of the 
country. Also the models of competitiveness / competitive advantage postulated are a great 
simplification of reality and needed to be significantly modified when applied to large federal 
countries such as India where there is a large (earlier dominant) public sector and where there 
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are significant transfer of resources from the Central Government not only to the states but 
also directly to the local urban and rural Governments and where the state Governments have 
by law to transfer significant resources to the local urban and rural Governments. 
Competiliveiiess and/ or achieving significant growth requires labour peace. Productivity 
can only be achieved by an educated workforce which requires the existence of a significant 
number of institutions of higher learning and research producing qualified technical and 
managerial manpower in significant numbers. All these factors play a vital_roleJn_^ly 
advanced and innovation based economies, likethat of Maharashtra. In India the policies and 
actions of the state Governments have a substantial influence on the climate in which private i 
decisions are made to invest, modernize, expand, train workers, create new companies,' 
commercialize new products, and to export. 
To the factors proposed by Porter viz. improving the business enviromnent and 
encouraging innovation, four more factors have to be added viz. a comparatively better locaj 
administration, less perception of prevalence of corruption as compared to other States, a fast 
and reliable transportation.flnd communications systems, a plentifiil supply of skilled workers 
and training available to provide needed skills and accessible investment capital and credit 
*= 
(available comparatively easily in India's financial capital viz. the city of Mumbai). The 
researcher was also influenced by the fact that the WEF publishes an annual National 
Competitiveness balance sheet, that the IMD publishes an annual World Competitiveness 
Yearbook (till recently these did not give figures for competitiveness of states within 
countries. One of them they has only recently started to give the competitiveness of some 
states in countries, but this is not sufficient to be assess the inter-se competitiveness of states 
in countries)but they do not reflect differences within large countries are based on a large 
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number of subjective factors which are felt by people in positions of power but are not 
measurable, the competitiveness index devised by the United Kiiigdoni(UK)_Govemment to 
measure the relMye_conipetitiyeness_ai)dA 
regions of the UK and the fact that the World Institute of Development Economics and 
Research of the United Nations University (UNU-WIDER) would, as part of its research 
activities for the year 2002-03, be laying emphasis on regional disparities in human 
development (according to them many developing and transition countries have considerable 
regional variation in average household income, poverty, and in health and educational status 
and therefore national human development indicators can mislead policy-makers when large 
regional disparities__exist). According to this researcher similar regional disparities in 
competitiveness/ competitive advantage exist and therefore a detailed state wise analysis of 
competitiveness is required to be done to arrive at any meaningful conclusions with regard to 
the direction which states need to take. 
It was for these reasons that this pioneering comparative study of Indian states has 
been undertaken in the form of a thesis to be submitted in partial fulfillment of the 
requirements of the Doctor of Philosophy entitled the Executive Doctorate in Business 
Adrninistration of the Faculty of Management Studies and Research of the Aligarh Muslim 
University, Aligarh, Uttar Pradesh, India. 
However, it must be clarified that unlike the WEF or the IMD studies no quantitative 
numbers have been givento the various indices or weighted averagescalculated on the lines 
^ _ . - • - j ^ 
o|TrofPer V. Jenster because the extremely diverse sources from which the data was drawn 
would only permit general conclusions of relative competitive advantage. However, any such 
detailed calculations would not change the conclusions and would require much more time 
than was available to the researcher for completing the thesis. 
(iRajendra Singh) 
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Abstract 
The first Chapter of this thesis/ dissertation examines the theorY_of_corQpetiti-ve 
advantage and the sources of competitive advantage for a firm. These include government 
protection and support, industry characteristics and unique firm resources. The chapter also 
examines what exactly is competitive advantage in relation to a firm; Michael E. Porter's 
(1980) competitive forces model; competitive strategies and the value chain; Porter's Value 
Chain model; Bakos and Treacy's Causal Model; the product positioning map and the 
information intensity matrix. It also examines what is competitive advantage in relation to a 
nation/ state; Porter's diamond (1990); the diamond as a system; clusters; shortcomings of 
Porter's theory; the corporate survival model incorporating the modifications in Porter's 
model made Hugh Macmillan and Tampoe (2000); implications of the models for business; 
role of governments in the diamond; impUcations of Porter's diamond for goverrraients; other 
research on competitiveness; challenges facing today's elected representatives; and the 
paradox of competition. 
The Second Chapter examines the details of economic development/.of states of India 
and the criteria and features which could possibly be used for making a comparison of their 
inter-se competitiveness. It starts by examining Economic growth/competitiveness and the 
role of State Governments in Federal polities; the questions that arise such as economic 
competitiveness, reasons for the importance of competitiveness to states and the exact role of 
states; the factors/ features which can be used for making comparisons of competitiveness; 
why economic growth/ competitiveness happens and its results; the role of state governments 
in economic growth and increasing competitiveness; criteria which have been used to 
determine the competitiveness of countries/ nations/ states; earlier studies on the competitiv-
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eness of Indian states and computing relative standings in each component of 
competitiveness; the factors which are proposed to be used for determining the relative 
competitiveness/competitive advantage of Indian states. 
The third Chapter reviews the literature on competitiveness/ competitiveadYantage,^n 
various areas of the Indian economy, discusses the research methodology, the reseai'ch gap; 
the objectives of the study viz. a comparative review of developments wherein the states in 
the south and west are continuing to accelerate the pace of the already great competitive 
advantage they enjoy over states in the north and-east, the potential of the rate of growth m 
the NSDP and exports and the competitive advantage of the individual states in increasing 
the well being (in terms of PCI) of their residents, the factors which assist or restrain the 
growth in NSDP/ PCI of individual states and develop a strategy for policy related and 
institutional interventions to promote greater growth overall and to minimize/ retard the 
further growth in inequalities between Indian states; the propositions; the methodology of 
research, the selection of sample of states; the checklist for comparison of competitive 
advantage and data analysis and interpretation. 
Because of the great importance of investment in the development of the relative 
competitive advantage of a state the fourth Chapter does an analysis of investment in the 
states in India. The first part discusses three surveys viz. the latest study of the Business 
Today Group (1999)(BTG), the survey by the Rajiv Gandhi Institute of Contemporary 
Studies(RGICS) for the Confederation of Indian Industry(CII)(September 2000) on how the 
states are doing and the study by Goswami, Arun, GantakoUa, More and Mookherjee of the 
CII and Dollar, Mengistae, Hallward-Driemer and larossi of the World Bank (January 2002) 
on the best states to invest in and the criteria adopted for determining this viz. labour 
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productivity, investment climate, number of visits by government officials, blended median 
cost of power, percentage of firms having their own generator sets, physical infrastructure, 
the availability of funds with the states for investment, the quality of administration (reflected 
primarily by the state's management of its finances) and the statewise foreign direct 
investment are all discussed. The investment ranking of the states as per the RGICS study is 
also discussed. The fact that Delhi and the states in the south and west (in particular 
Maharashtra) are in the premier position is also clearly shown. 
The fifth Chapter analyses the economic development in Lidian states. While doing this 
it makes a comparison of the total NSDP and growth in NSDP, PCI and their growth in the 
period 1991-92 to 1997-98, grovrth being crucial to maintenance of competitive advantage to 
the relative position of the most important states with regard to grow t^h. 
It discusses the relative positionofyarious states_oiLyarious parameters such as general 
achievement, investment climate, infrastructure penetration, financial position, labour 
position, social sector, law and order, affluence, niass media penetration, persorial finance, 
expenditure on education and public health as per the RGICS study. An analysis of the 
reasons for the high rates of growth in the four states with the highest rates of growth is also 
done. The position of the other states as per the study by Brahmananda, other relevant 
features in the economic development of the states, the ranking of states on various criteria of 
economic development, share of education, healthcare and housing in states aggregate 
budgetary allocation, percentage change in expenditure on welfare, state wise percentage of 
female literacy as per the 1991 census, as per the RGICS study and as per the 2001 census is 
discussed. The state wise net small savings collections and the percentage increase in net 
collections over the previous year, state wise medical facilities as on the 1st January of the 
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years 1991,1992 and 1993, number of villages and towns electrified and irrigation pump sets 
energised as on 31/3/95, the distribution of the rural and urban population by consumption 
standards, state wise total and rural population below the poverty line, state wise percentage 
of poor people as a percentage of the total population in 1993-94 and in 1999-2000, pre and 
post 1991 reforms growth in NSDP and per capita income of six States (in percent per 
annum) and percentage share in the economy of states (in percent of NSDP) of the primary, 
secondary and tertiary sectors in 1980-81 and 1994-95 is discussed. 
Exports being the most important reflection of the competitive advantage which a state 
enjoys vis-a-vis other competing states the sixth chapter makes an analysis of the export 
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contribution of major states in India. It also points out that exports being a subject with the 
Government of India state wise export breakup figures were not available and therefore an 
approximation viz. the state wise proportion of all India fruit/ agricultural raw material 
production was assumed to be its proportion in agricultural raw material/ fi-uit exports (even 
though in many cases this was not true) and the state wise export value of fruits arrived at. 
Data on commodity wise exports j&om certain states, their export vision, their long and short 
term export strategy, analysis of their export performance, were available fi-om the internet 
sites of these Governments and other sources and these were used for arriving at the overall 
position of exports from the major states. However, since the data was taken firom diverse 
sources and since there were no figures fi-om one single central authority it was decided that 
no assessment of the competitiveness of a state could be made from the data available. 
The seventh Chapter does a GiimpaEatiYe_analysis of competitive advantage among major 
states injndia. While doing this the observations of Porter that a nation's prosperity depends 
on more than the right macroeconomic conditions; that microeconomic circumstances play 
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an equally important role, and is needed to understand and explain much of the variation in 
overall national productivity, measured broadly by a nation's GDP per capita. This is applied 
to the circumstances of Indian states where fector^con^tians have been taken to refer to the 
basic infrastructure available at anygiyentime vis-a-vis competing states. Here the factors 
giving the highest level of economic development, the highest competitive advantage, etc. 
have been explained and why the states in the south and west have more of it and taking into 
consideration the fifty eight measurable factors mentioned earlier, on which the states can be 
compared, the report of the NPC of 1994 giving state competitiveness indices, the existence 
of a Nortlbeast^Qufe-w^esLdivide within the country is postulated, thereafter, the state wise/ 
region wise position on 51 of these criteria for which data were readily available is discussed 
and the actual existence of the north-east south-west divide withjegard to development. 
competitiveness and competitive advantage within India, with the states in the south and west 
of the country enjoying a distinctively better/ higher position with regard to development, 
competitiveness and competitive advantage seems to be highly probable is concluded. 
The eighth Chapter examines the competitive position of the State of Maharashtra 
among the major states in India. Burange's article in the Economic and Political Weekly 
(EPW) (February 27-March 5, 1999) and conclusions based on the statistics given at the end 
of his article and chapter 7 of this thesis are discussed. This includes, Maharashtra's share in 
Indian industry (in percentage terms), sectoral composition of the state domestic product over 
the years, composition of industries according to value added (percent), index of growth in 
infrastructure 1980-81 to 1993-94 for four states and all India, 
Thereafter, a SWOT (strengths, weaknesses, opportunities and threats) analysis of 
Maharashtra with regard to competitiveness, competitive advantage and the reasons for this 
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competitive advantage, additional factors such as chance, the position because of the 
competitive advantage of having the city of Mumbai as its capital and the reasons as to why 
the state is not the third most competitive as calculated in Chapter 7 but the most competitive 
i.e. has the maximum competitive advantage, despite the disadvantages/ lack of development 
in the interior except in the sugar belt, etc., vis-a-vis other competing states are discussed. 
The Ninth Chapter discusses the conclusions and recommendations. It discusses the new 
criteria/ factors to be added to the modifications suggested to Porter's model by Macmillan 
and Tampoe viz. City and local Governments, Infrastructure and local conditions. The 
linkages in the revised model in a diagrammatic form are also shown. 
The Tenth and last Chapter discusses the implications of the research study and 
directions for future research work. On the basis of levels of development Indian states have 
been divided into three categories. 
(i) States which are at a lower levels of development, where the rate of economic 
growth^ competitiveness is determined primarily by the mobilisation of primary factors of 
production : land, primary commodities and unskilled labour and where there is little FDI. 
(ii)States which are at a middle level of deyelopment, where the rate of economic growth/ 
competitiveness is iricome_driven_and_where there is greater FDI. Examples are the states of 
Haryana and Punjab. 
(iii) States which are at a comparatively highjeyel_ofiievelopment, where the rate of 
economic growth/ competitiveness is determined by the improved manufacturing 
technologies_and the inflows of foreign capital and technology that support high competitive-
ness and economic growth. Examples are the states in the South and West of the country 
close to the coast of India. 
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The current competitiveness index which identifies factors that underpin high current 
productivity (and hence current economic performance) and in the context of the Indian 
States is measured by the NSDP- p^person/,,grovvih_ij^ NSDP per capita and may be 
measured as a percentage of the all India average and economic creativity and why_jthe 
criteria to judge the competitiveness of Indian states has to be different from those adopted 
by the WEF is also discussed. Further exactly what factors are to be considered and that it is 
possible to get a reasonably accurate picture of the competitive advantage of states in India 
despite the non-availability of totally accurate/ complete data is also discussed. 
As regards the areas for future research, with the availability of additional data/inputs 
determination of additional variables and their quantification may be possible AAdiereby_a 
quantitative cybernetic (possibly a black box type where with specific inputs the exact 
amount of competitive advantage/ competitivenesscan be detgnninejdjiy-ith,sorae..specificity) 
model for determining the competitive advantage/ competitiveness of specific areas/ states 
within a country can be developed. 
One of the additional areas for future research could be.finding out the reasons for the 
North-east South-west divide in competitive advantage/ competitiveness within the country 
and finding out how this divide within the country could be bridged. In addition the linkage 
of the perception of greater corruption in these areas (as made out by Sachs in a recent article 
in the Economic Times) i.e. greater opacity with the existence of the north-east south-west 
divide in the perception of corruption could be explored. So another area of future research 
would be compilation of an index on a state wise basis and finding out the effects/ linkages 
of this with the competitive advantage/ competitiveness between states and within the states 
in the country. 
XXUl 
List of exhibits 
^ 
1.1 Porter's Competitive forces model 7 
1.2 Porter's Value Chain Model 13 , 
1.3 Porter's Value Chain Model- The value system 14 
1.4 Striving for competitive advantage- Bakos & Treacy's causal model 15 
1.5 Striving for competitive advantage- Product positioning Map 16 
1.6 Striving for competitive advantage- Information intensity Matrix 17 
1.7 Porter's diamond 18- '^ 
1.8 Corporate Survival Model 28-^ 
2.0 Input criteria for determining the competitiveness of countries 67 
2.1 Competitive category variables 72 
2.2 Competitive category calculations 72 
2.3 (a) State wise Physical infrastructure indicators . 75 
2.3 (b) State wise Human and Social development indicators 75 
2.3 (c) State wise Other indicators 76 
4.0 Relationship between Labour Productivity and investment climate , 123 
4.1 Number ofvisits by Government officials in states 124 
4.2 Blended median cost of power in states 124 • 
4.3 Percentage of firms having their own generator sets in states 125 
4.4 Subjective ranking of states with the best to worst uivestment climates 126 
4.7 How Solvent are states 127 
4.8 How bad are the fiscal indicators of states? 129 
4.9 Per Capita Central Investment in State Plans 130 
4.10 Growth in per capita Central investment in State plans 131 
4.11 Investment ranking of states 133 
5.0 Per Capita Net State Domestic Product and its rate of growth 13 _^  
5.1 Percentage growth rates of the four major states with the highest growth rates 139 
5.2 Percentage growth rates of the next five states with medium growth rates 140 
5.3 Percentage growth rates of the next five states with medium growth rates 140 
5.4 Relative position of five importanVprogressive states in the RGICS rankings 144 
5.5 Relative position ofthe next seven states in the RGICS rankings 144 
5.6 Relative position ofthe last six states in the RGICS rankings 144 
5.7 The overall composite rank as per the RGICS study 145 
5.8 Net state domestic product at current prices 152 
5.9 Per capita net state domestic product at current prices and CAGR 153 
5.10 Comparative position on various parameters of economic development 154 
5.11 Comparative position on various parameters of economic development 154 
6. d Area under and production of various fruits 168 
6.1 State wise export calculations of fruits and vegetables 169 
6.2 Estimated region wise exports in 2004-05 from Maharashtra 174 
6.3 Maharashtra's share in Indian exports 175 
6.4 Sectors/Regions where Maharashtra proposes to concentrate for exports 177 
6.5 Gujarat's exports through various ports 179 
6.6 Exports from Kandla port 179 
6.7 Foreign trade through the ports of Tamil Nadu in 1996-97 181 
^ 
/1 
XXIV 
6.8 Exports from Kamataka 182 
7.0 Competitiveness ranking of Indian states as per the NPC survey of 1994 216 
7.1 Changes in net state domestic product (NSDP) and per capita NSDP 229 
7.2 State wise distribution of depository accounts with the NSDL , 231 
7.3 Percentage share in the economy of states 232 
7.4 State wise FDI from August 1991 to July 2002 234 
7.5 Average state wise FDI 2000 - 2002 235 
7.6 Villages with different facilities 238 
7.7 Ranking of Indian States based on HDI (earlier studies) 239 
7.8 HDI of India and large Indian states as per the UNFPA 239 
7.9 HDI of Indian states in 2001 240 
7.10 Region wise figures for revenue generated from the sale and export of software 240 
7.11 (a) Economic efficiency factors 243 
7.11 (b) Economic efficiency factors and state wise FDI 244 
7.11 (c) Deposits with banks and index of infrastructure 245 
7.11 (d) State wise other factors 246 
7.11 (e) State wise other factors 247 
7.11 (f) Villages with different facilities and HDI 248 
7.11 (g) Roads, electricity consumers and telephones 249 
7.12 Overall competitiveness and ranking of states 250 
8.0 Maharashtra's share in Indian industry (percent) 254 
8.1 Sectoral composition of state domestic product (percent) 254 
8.2 Composition ofindustriesaccordmg to value added (percent) 255 
8.3 Index of Growth in Infrastructure -1980-81 to 1993-94 (1980-81 = 100) ' 256 
9.0 Porter's diamond modified to take into account a federal country 282 
where some resources are transferred directly by the Federal/ 
Central Government to city/ local Governments. 
A-1 Index factors for calculation of competitiveness 300 
A-2 Index factors for calculation of competitiveness 301 
A-3 Index factors for calculation of competitiveness 302 
A-4 Index factors for calculation of competitiveness 303 
A-5 Index factors for calculation of competitiveness 304 
A-6 Villages with different facilities 305 
A-7 Villages with different facilities 306 
A-8 Villages with different facilities 307 
XXV 
CHAPTER! 
THE THEORY OF COMPETITIVE ADVANTAGE 
1.0.0 Definitions of important terms used. 
1.0.1 "Competitiveness" has been defined as the action of competing /rivalry. In the 
case of a firm / economy it means its ability to compete / gain advantage in the 
competitive environment which exists in most economies and in the present wm-lH 
economy. It has been defined by Porter (1980) as the positioning of an organisation, 
, • - . = . — T 
relative to its competitors, in such a way that it outperfbrms-them. Marketing, operations 
and personnel, i.e. all aspects of a business provide a competitive edge. This advantage 
leads to superior performance andJaJh^-case-O-f-profit^jnaking-Oiganisations tn larger 
profits. 
1.0.2 "Competitive strategy" has been defined as the strategy adopted by firms to 
compete and win against their rivals and in the process gain competitive advantage. 
1.0.3 "Competitive Advantage" has been defined as the advantage gained by a 
firm/economy by following a competitive strategy. Porter refers to it as "success" in the 
context of a country being able to be a center of production for particular goods. Thus, 
the implication is that for a given quality of goods, production costs must be lowest. But 
^ . — . = 1 
he does not believe low production costs are solely due to comparative advantage. 
According to him sustaining competitive advantage depends on advances in productivity 
i.e. the ability to produce more from a given level of inputs using changes in processes, 
new technology, etc. This, in turn, is based on innovations indeliyery_43rQcesses-and 
upgrading of products, production processes, and/ or management methods. He seems to 
^^' 
equate nations and firms; i.e., the competitive advantage of the United States is the same 
as that of American firms. This may not be quite correct in a world of large scale 
transnational investment, e.g. Canadian manufacturing firms are to a significant extent 
American companies locating their manufacturing facilities there to take advantage of the 
North American Free Trade Area (NAFTA) and cater to the combined American and 
Canadian markets. 
1.0.4 "Competitive Analysis" has been defined as the analysis of the competitiveness of a 
firm/economy vis-a-vis its competitors. 
1.0.5 "Competition" has been defined as the act of competing; rivalry in striving for the 
same object viz. Greater profits, development, etc. when resources are scarce. 
1.0.6 All the above words are terms to describe the positioning of a company or a 
strategic business unit (SBU) or a state/ province/ country relative to those that compete 
with it overall or in an industrial / individual sector / for development /investments, etc. 
The premise behind all these terms is that with the use of competitive analysis and 
through the formulation of a competitive strategy firms/ states/ provinces gain 
competitive advantage. With the increase in competitiveness of the firm / competitive 
advantage to an economy of the state/ province comes economic success. This comes 
with the concomitant results such as progress in economic development, increase in 
wealth (and if this is more than the growth in population then increase in per capita 
wealth) and public welfare. 
1.0.7 While doing the research for the analysis of competitive advantage of Indian states, 
this researcher found that data on many of the parameters was scanty/ not available for 
many of the smaller and newer states i.e. those with small populations and areas and 
those that did not exist prior to 2000 and the weights of whose parameters such as total 
gross domestic product (GDP), etc. did not affect the overall figures for India 
significantly, if they were omitted. It was also observed that the comparative analysis was 
not affected much by this lack of data as between 80-90 percent of the weight of each of 
the parameters was covered by these comparatively larger and important states which this 
researcher has taken to mean covering the states of Andhra Pradesh, Amnachal Pradesh, 
Assam, Bihar, Delhi, Goa, Gujarat, Haryana, Himachal Pradesh, Jammu and Kashmir, 
Kamataka, Kerala, Madhya Pradesh, Maharashtra, two of the states in the north-east viz. 
Manipur and Meghalaya, Orissa, Punjab, Rajasthan, Tamil Nadu and Uttar Pradesh. This 
researcher has included Arunachal Pradesh, Delhi, Goa, Manipur and Mizoram in the 
above grouping even though they are small states in terms of size and population because 
at least the first two have significant parameters being evaluated to arrive at the 
competitiven^s of states. The three north-east states have been included because 
otherwise the analysis would be significantly incomplete. y-
1.1.0 Development of the theory of competitive advantage in relation to a firm 
1.1.1 For a firm/ country/ state/ provipce to have a competitive advantage means the 
ability to earn above average profits/ increase in wealth, gain and sustain market share for 
its products in the country/world and be able to survive economic downturns. 
1.1.2 For a firm the sources of competitive advantage can be many. These include: 
(i) Government protection and support; 
(ii) Industry characteristics; and 
(iii) Unique firm resources. 
1.1.3 Government protection and support. This can be through 
(a) rules and / or regulations which try to obstruct/ prevent the free entry of new 
entrants, e.g. by setting a high entry threshold; 
(b) rules and / or regulations which try to obstruct/ restrict (e.g. by setting a high local 
shareholding content (e.g. under the former Foreign Exchange Regulation Act (FERA) 
India placed a minimum of 60% local shareholding ( for companies in certain sectors) 
which led to the withdrawal of IBM and Coca Cola from India in 1977) the activities of 
potential and existing competitors. This led to the drying up of fresh investment in these 
sectors as there was e inflow of capital; 
(c) subsidies or price support (such as duty drawback, cash compensatory support, etc.) 
to domestic industry vis-a-vis foreign firms; 
(d) loans to domestic firms at rates which are below market rates or giving state 
guarantees for repayment of loans only to local firms; 
(e) guaranteed purchase of all outputs on a cost plus basis by Government, as was being 
done in the United States in the case of defence purchases; 
(f) guaranteeing a specific rate of profit for products and/or giving price preference in 
procurement to domestic firms by Government irrespective of market price. Examples are 
the cost plus system of procurement by the Government of the United States in the case 
of defence purchases; and 
(g) provision of scarce/ needed inputs at rates which are below those prevailing in the 
market by Government. This has been done in India in many industries where input costs 
were heavily subsidised till recently. 
1.1.4 Industry characteristics includes 
(a) where the threat from substitute produ€ts_isjQW,_e^g^_m_the provision of electric 
power at the local level; 
(b) where there are great difficulties for new competitors to enter the industry. This may 
be because of patent/copyright protection or because the investment involved in setting 
up a green field plant is too high vis-a-vis an existing manufacturer whose plant is 
already depreciated, e.g. the case of M/s Bajaj Auto Limited ( B A L ) versus Lohia 
Machines Limited (LML) and other companies in the Indian motor scooter industry; 
(c) the firms already in the industry have a monopolistic/ oligopolistic power over 
suppliers of inputs to the industry e.g. purchasers of power from State Electricity Boards 
and independent power producers; 
(d) the firms already in the industry have a monopolistic/ oligopolistic power over 
buyers of outputs of the industry e.g. the buyers have little or no choice while purchasing 
the output e.g. security agencies while purchasing bullet proof jackets who specify the 
bullet proofing fibre Kevlar by M/s E.I. Dupont; and 
(e) competitive rivalry in the industry is low, as was the case in the Indian automobile 
industry for a long time till recently. 
1.1.5 Unique firm resources can mean 
(a) resources or a group of resources which allow the firm to take advantage of 
opportunities, such as the availability of existing manufacturing capacity where a new 
product can be quickly and cheaply manufactured whereas other firms have to set up 
expensive new manufacturing facilities; 
(b) resources or a group of resources which allow the firm to reduce threats to their 
position of competitive advantage. This is often achieved by buying out/ taking over 
competitors, investing in research and development and in general keeping ahead of 
competitors; 
(c) resources or a group of resources which are held by a few firms. Examples are the 
possession of an Import Licence in a foreign exchange scarce economy or an exclusive 
tie up for the supply of proprietary know-how with a foreign supplier; and 
(d) resource or a group of resources which are difficult for competitors to obtain/ 
imitate, this would be the case after product patents are started to be given in the Indian 
Pharmaceutical sector rather than the process patents as at present). 
1.2.0 The types of resources giving competitive advantage include: 
(a) Tangible i.e. those which are clearly visible, e.g. plant and equipment, land, raw 
materials, etc. 
(b) Intangible i.e. those which are not so obvious e.g. Patents, copyrights, goodwill 
(including reputation), long term or exclusive contracts, financial resources, brand names, 
etc. 
(c) Capabilities which include people based skills, experience, knowledge, unique 
skills, training, working relationships, etc. 
(d) Sustainability which is a function of how difficult it is for other firms/ countries/ 
states/ provinces to imitate or attain the Competitive Advantage of the leader and 
includes uniqueness, duration of the competitive advantage and complexity of the 
products and services. 
1.3.0 What is competitive advantage in relation to a firm? 
1.3.1 Competitive advantage in relation to a firm means a firm having an advantage over 
its competitors through sales channels, pricing and product differentiation. 
1.3.2 According to Porter (1990), national competitive advantage is based on firm 
competitiveness in the nation. Firms gain competitive advantage through acts of 
innovation. Companies succeed through the innovation and upgrading of products, 
production processes, or management. 
1.3.3 In his book Porter(1980) has postulated the model given in Exhibit 1.1 to illustrate 
how firms gain and keep competitive advantage in an industry. 
Exhibit 1.1 
PORTER'S COMPETITIVE FORCES MODEL 
Poller'i! Competitive Forces Model 
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Source : M.E.Porter : "-Competitive Strategy- Techniques for Analyzing Industries & Competition'^ (New 
York : The Free Press, 1980 ) page 4 and ''The Competitive Advantage of Nations'^ (second edition) 
(London: Macmillan, 1998) figure 2-1. Page 35 by the same author. 
1.3.4 According to this model the competitive advantage of a firm in an industry depends 
on the following factors: 
(a) the number of competitors and the intensity of rivalry between the firm and these 
competitors; ^'^ 
(b) the threat of substitutes to the products/services manufactured/ produced/ sold by the 
firm; 
(c) the threat from new firms entering the market with similar/ superior (and perhaps 
cheaper products; 
(d) the bargaining power of suppliers of raw materials/ intermediate goods and services 
(which are used to produce the final products) to the firni; and ^ 
(e) the bargaining power of buyers of the goods and services produced/ marketed by the 
firm. 
1.3.5 Threats from new/ potential entrants / 
1.3.6 New/ potential competitors to an industry may make it more competitive by 
expanding production capacity/ availability even without an increase in market demand; 
by their need to build up market share in order to penetrate the market to achieve the 
break even point. This may be both monetarily and in terms of physical capacity. They 
may also do product and marketing innovations; and in their bidding for production 
/^ 
factors such as men and material, increase costs. The threats from new entrants is 
miiumised by barriers to entry. 
1.3.7 However, new/ potential competitors may be deterred by the following barriers to 
entry. 
(a) Economies of scale - i.e. lower unit costs by increasing the production ran, puts 
new/ potential competitors at a significant cost disadvantage unless they are able to set up 
operations on a scale to reap similar benefits, e.g. BAL was able to undercut any new 
motor scooter manufacturer in India because of this, and even LML, even though it had 
an improved product and the latest technology from M/s Piaggio. BAL had also obtained 
their original technology from M/s Piaggio. Despite all this LML was not able to compete 
and went into a loss. According to Christensen (1997) differences in scale can 
strategically be more important than experience and many sources of competitive 
advantage are rooted in trade-offs which can with sufficient effort, be broken. 
(b) Product/ Brand differentiation - established products/ brands which satisfy a 
customer need generate repeat purchase/ use and in the process loyalty. It will be very 
difficult for a new entrant to persuade customers to even try the new product as Heinz is 
finding out in competing with Hindustan Lever's Kissan and Nestle's Maggi in the 
tomato ketchup market in India's urban areas. 
(c) Requirements of capital - the large amounts required e.g. in the motor car industry, 
to start minimum manufacturing activities usually deters new entrants. 
(d) Switching costs - for switching from one supplier's products to another also deters 
new entrants. 
(e) Access to distribution channels - this is particularly so because access channels do 
not easily accept products from new entrants without an established track record. 
(f) Cost disadvantages not dependent on economies of scale - this includes optimum 
location, proprietary products/ technology, easier/ favourable access to sources of raw 
materials, subsidies from government and other sources, etc. 
(h) legal barriers/ government regulations - such as the insistence of the Goverrmient 
of India, through a notification by the Chief Controller of Imports and Exports, on putting 
the maximum retail price including all taxes on all imported goods, or allowing only 
imports of certain products through one port where there is not much infrastructure, as 
was done by the Government of France for Japanese cars at one time. 
1.3.8 Threats from substitutes 
1.3.9 The most dangerous substitutes are those in whose case the price'performance ratio 
improves, due to a change in some environmental factor, as compared to an existing 
product e.g. the use of alloys/ composites/ plastics in cars as compared to only steel 
earlier in order to reduce their weight to gain greater friel efficiency by as required by 
Government regulations in the United States of America. 
1.3.10 A second most dangerous category of substitutes is those in whose case the 
industries earn high profits and who have the resources available to bring them rapidly 
into play. e.g. the Swiss made Swatch beating the watch makers in East Asia at their own 
game of providing quality watches at extremely reasonable prices. 
1.3.11 Threats from the bargaining power of suppliers 
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1.3.12 They do this by proposing to raise prices and/ or proposing/ threatening to reduce 
the specifications/ quality of the goods and services supplied by them. e.g. the unilateral 
use of monopoly power by Coal India Limited on its smaller customers. 
1.3.13 Threats from the bargaining power of buyers 
1.3.14 this can be done either by forcing down prices or/ and bargaining for higher 
quality/ better services or/ and playing one competitor against the other. According to 
Porter this is only effective when the purchaser buys a very large percentage of a sellers 
product and there is no other market, undifferentiated purchases, purchases are a large 
proportion of the costs of the buyer, buyers are easily able to integrate backward, they are 
not able to earn high profits and so have to cut costs, the quality of the supplier's product 
does not significantly affect the buyer's product and/ or the buyer has full information. 
1.3.15 Intensity of rivalry among competitors 
1.3.16 According to Porter each firm employs its ovra style of competitive strategy in an 
effort to jockey for better position and gain a competitive edge. Intense rivalry normally 
happens when there are many equally balanced and diverse competitors, slow rate of 
growth, lack of much differentiation, high fixed costs in the industry (all of which are 
present in the European motor car industry), capacity can only be increased by large 
amounts (i.e. small incremental additions to capacity are not feasible) and there are 
significantly high barriers to exit from the industry. 
1.4.0 In addition to the forces mentioned in the model the bargaining power of a firm is 
dependent on Search related costs, unique product features, switching costs and internal 
efficiency of the firm. 
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1.4.1 The comparative efficiency of a firm is dependent on inter organizational efficiency 
(e.g. through Electronic Data Interchange between firms) and on the internal efficiency of 
the firm. The competitive advantage of the firm depends on the bargaining power and the 
comparative efficiency of the firm vis-a-vis others in the areas where it is competing. 
1.4.2 Strategic information systems (which are information systems deployed to support 
competitive strategy) can create competitive advantage by creating barriers to the entry of 
competitors in the market, building up customers switching costs or operational 
dependence, e.g. the almost total dependence of many firms on the programs written in 
programming languages for their mainframe computers and the cost and effort involved 
in switching over fi-om these created a very strong competitive advantage in favour of 
IBM. By offering new services, products or information, changing the operations of the 
organisation in such a way so that efficiency increases significantly also creates a very 
strong competitive advantage. 
1.5.0 Competitive strategies and the value chain 
1.5.1 Michael Porter (1985) has postulated that a product's value chain is the series of 
activities that create or add value to the product which customer's then pay for. 
1.5.2 In Porter's Value Chain Model the heirarchy of firm value systems is reflected 
diagrammatically in Exhibit 1.2. 
Exhibit 1.2 
PORTER'S VALUE CHAIN MODEL 
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Porter's Value Chain Model 
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Source: M.E.Porter : "Competitive Advantage : Creating and Sustaining Superior Performance'^ (New 
York : The Free Press, 1985) p.46, "77ie Competitive Advantage of NationsZ (second edition) (London: 
MacmiUan, 1998) figure 2-3. Page 41 and figure 9.1 of "On CompetitionZ (Boston : The Harvard Business 
Review Press, 1998) page 314 by the same author. 
1.5.3 The implications of this for the information systems in an organisation are large. 
Due to the Value Chain Model organisations may restructure to keep/continue processes 
which contribute to value and discard/ eliminate processes which contribute little or none 
to value. Consequently information systems would also have to follow this system too. 
i.e. evaluate information systems for the value they contribute and provide Information 
Systems support only for value adding processes. 
1.5.4 Firms competing on internal business processes fmd that process productivity, 
consistency and cycle time have the potential to affect product cost, quality and 
responsiveness. When viewing suppliers and customers as part of the value chain one 
finds that the value chain of a product extends from the company's suppliers to the 
organisation itself and its customers. 
1.5.5 Firms competing on time have to have a strategy for providing value by doing 
things faster, bringing new products to market and responding more quickly to 
customers' demands and providing faster service. 
1.5.6 Firms competing on extending product and service features find that product 
features are objects or information the customer receives; that physical products derive 
most of their value from their physical form and oper^on, whereas information products 
derive most of then value from the information they contain; that they contain service 
features, which are actions the seller performs for specific customers. 
1.6.0 A product positioning map has been developed for fitting in products such as 
personal computers, spreadsheet programmes, newspapers, television channels, etc., can 
be depicted diagrammatically in Exhibit 1.3. 
Exhibit 1.3 
PORTER'S VALUE CHAIN MODEL 
The Value System 
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dapted from: M.E.Porter : "The Competitive Advantage of Nations" (second edition) (London: Macmillan, 
1998) figure 2-4. Page 43. The actual source for the exhibit is the lecture notes on the website of the 
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Monasb University, www.buseco.nionash.edu.au/Subiects/MKX/MK-X3141 Issues in Competitive 
Advantage Chapter 7) 
1.6.1 Sometimes there is confusion between the terms competitive advantage and 
competitive strategy. Products are said to enjoy competitive advantage when they 
outperform rival products through better features, higher quality, better service, greater 
availability, etc. competitive strategy is the search for competitive advantage in an 
industry either by controlling the market or by enjoying larger than average profits. 
1.6.2 Bakos and Treacy have developed a causal model on striving for Competitive 
Advantage. This is shown in Exhibit 1.4. 
Exhibit 1.4 
STRIVING FOR COMPETITIVE ADVANTAGE 
Bakos & Treacv's Causal model 
Stli^^ng for Coiiipetiti\e A(K'aiitage 
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\ 
^ * 
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^ 
^ 
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Bargaining 
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Comparative 
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C'oiupetih^e 
Aitvautasc 
Source: Bakos & Treacy: "Striving for Competitive Advantage". (The actual source for the exhibit is the 
lecture notes on the website of the Monash University, www.buseco.monash.edu.au/Subjects/MKX/MK-
X3141 Issues in Competitive Advantage Chapter 7). 
1.6.3 According to them competitive advantage for a firm arises because of bargaining 
power a firm has and the comparative efficiency with which it operates. Bargaining 
power is in turn dependent on search related costs, unique product features and switching 
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costs. Comparative efficiency is in turn dependent on internal efficiency and inter 
organisational efficiency (e.g. in electronic data interchange). 
1.6.4 Application of their model are in a product positioning map can be explained 
diagramraatically by Exhibit 1.5. 
Exhibit 1.5 
STRIVING FOR COMPETITIVE ADVANTAGE 
Stiiving for Competitive Advantage 
Piodiict 
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Service — 
Products to fit in: 
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B3AD 8030 
Physical Object 
1 
1 
1 1 
Information 
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Source: M.E.Porfer : Modifications have been made in the exhibit considering the notes on the Product 
Differentiation Matrix (after Mathur, 1992) at page 286 in Byron Sharp and John Dawes " Is differentiation 
optional?-a critique of Porter's competitive strategy typology", in "Management, Marketing and the 
Competitive Process", Peter Earl (ed.), Edward Elgar, Cheltenham, Gloucestershire , U.K.(1996)) and 
"Competitive Advantage : Creating and Sustaining Superior Performance" (New York : The Free Press, 
1985) Chapter 7. pp. 239-241.(The actual source of the exhibit is the lecture notes on the website of the 
Monash University, www.buseco.monash.- edu.au/Subjects/MKX/MKX3141 Issues in Competitive 
Advantage Chapter 7). 
1.6.5 The Product positioning map has four components defining its competitive 
advantage, viz. the physical object, the service which it gives, the information available 
and the product itself. Products/ services for which it can be used to determine their 
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competitive advantage are personal computers, spreadsheet programs, newspapers, TV 
channels, etc. 
1.6.6 As part of this an Information Intensity Matrix has also been developed for the 
Cement, Oil Refining, Books, Newspapers and the Airline industries which can be 
diagrammatically depicted in Exhibit 1.6 
Exhibit 1.6 
STRIVING FOR COMPETITIVE ADVANTAGE 
Stnviiig for Competitive Advantage 
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Source: M.E.Porter:) "On Competition" (Cambridge : The Harvard Business Review Press, 1998)adapted 
from figure 3.4 on page 85.(the actual source of the exhibit is the lecture notes on the website of the 
Monash University, www.buseco.monash.edu.au/Subiects/MKX /MKX3141 Issues in Competitive 
Advantage Chapter 7). 
1.6.7 The competitive advantage of a product is determined by whether the information 
content of the product is high or low and whether the information intensity of the value 
chain (i.e. the process) is high or low. examples of low information content and high 
information intensity are oil refining; of low information content and low information 
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intensity are the cement industry; of high information content and high information 
intensity are the banking industry, airlines and the newspaper industry. 
1.7.0 What is competitive advantage in relation to a nation/ state? 
1.7.1 Porter (1990) has formulated a Diamond model which is the five forces model with 
the addition of the role of Government and chance which is represented in Exhibit 1.7 
Exhibit 1.7 
Porter's Diamond 
Adapted from Michael E, Porter "The Competitive Advantage of Nations" 
(New York; Free Press, 1990, p,72) 
Source : Michael E. Porter " The Competitive Advantage of Nations" (New York : Free Press, 1990, figure 
3-1, on p.72; notes on pages 124 to 128 and Chapter 12 pp. 617 to 682, in particular pp. 657 to 673) and 
"Ow Competition" (Cambridge, Mass. : The Harvard Business Review Press, 1998) pages 184 to 191. The 
actual source of the exhibit is the lecture notes for course COMM 498 by Werner Antweiler (University of 
Bridsh Columbia). 
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1.7.2 As per this model the main factors for the development of competitive advantage 
in a nation/ country are : 
(1) Factor conditions (i.e. the nation's position in factors of production, such as skilled 
labour and infrastructure); 
(2) Demand conditions (i.e. sophisticated customers in home market); 
(3) Firm strategy, structure and rivalry (i.e. conditions for organization of companies, and 
the nature of domestic rivalry); and 
(4) Related and Supporting Industries (i.e. suppliers and related industries) In addition 
there are two other factors, viz.: 
(5) Chance (i.e. occurrence of certain things because of nature or a statistical probability^); 
and 
(6) Government (i.e. the persons/group who politically and economically control the 
economy of the country). 
1.7.3 Details and examples of these factors are given hereafter: 
(a)Factor Conditions 
Factor conditions refers to inputs used as factors of production - such as labour, land, 
natural resources, capital and infrastructure. This sounds similar to standard economic 
theory, but Porter argues that the "key" factors of production (or specialized factors) are 
created, not inherited. Specialized factors of production are skilled labour (this includes 
the skills required in the services/ tertiary sector), capital and infrastructure. 
1.7.4 "Non-key" factors or general use factors, such as unskilled labour (this includes the 
skills required in the raw materials/ primary sector)and raw materials, can be obtained by 
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any company and, hence, do not generate sustained competitive advantage. However, 
specialized factors involve heavy, sustained investment. They are more difficult to 
duplicate. This leads to a competitive advantage, because if other firms cannot easily 
duplicate these factors or they create large barriers to the entry of firms into the industry, 
they are valuable. 
1.7.5 Porter argues that a lack of resources often actually helps_^countries to become 
competitive (he calls it selected factor disadvantage). Abundance normally generates 
waste and scarcity generates an innovative mindset. Such countries are forced to innovate 
to overcome their problem of scarce resources. 
1.7.6 He has cited the examples of Switzerland which was one of the first countries to 
experience labour shortages. The Swiss who had developed a great competitive 
advantage in a highly labour intensive watch industry, with the advent of competition 
from Japan and East Asia, abandoned the lower priced watches and concentrated on 
innovative/high-end watches where high wages could be supported even though the 
assembly of these watches continued to be labour intensive. However, this strategy 
almost proved the undoing of the Swiss watch industry as they quickly lost market share 
and they could only re-enter the lower end segment through the Swatch. In Japan the 
price of land is extremely high and so factory space is at a premium. This lead to just-in-
time inventory techniques (Japanese firms cannot keep a lot of stock, taking up valuable 
space, so they iimovated and changed traditional inventory control techniques and 
eliminated safety stocks order lead time, etc.). Sweden has a short building season and 
high construction costs. These two things combined created a demand for and 
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development of pre-fabricated houses. In the researcher's view other examples are that of 
the city of Mumbai in India where land is extremely scarce and this has led to the 
movement of the textile industry, in which Mumbai had an overwhelming competitive 
advantage elsewhere and the redevelopment (despite difficulties in obtaining the requisite 
Government permissions) of some of the land so vacated into flats and service industries; 
the non availability of cheap gasolene in Europe and Japan led to the development of 
small fuel efficient cars and an overwhelming competitive advantage for such cars in the 
American automobile market when the oil crises of 1971 and 1978 hit the world, created 
shortages and raised crude oil prices to very high levels. However, the flexibility of 
American motor car industry (along with legislation by the United States Congress) 
which started producing fuel efficient cars eroded this significantly within a few years, 
(b) Demand Conditions 
1.7.7 Porter argues that a sophisticated domestic market is an important element to 
producing competitiveness in an economy. Firms that face a competitive/ sophisticated 
domestic market are likely to produce/ sell superior products because the market demands 
high quality and a close proximity to such consumers enables the firm to better 
understand the needs and desires of the customers. 
1.7.8 He cites the example of the Japanese market for certain goods where the internal 
market is highly competitive and this has led to the extreme competitiveness of Japanese 
firms in these industries, e.g. motor cars. If the nation's discriminating values spread to 
other countries, then the local firms will be competitive in the global market, example 
cited is that of the French wine industry. The French are sophisticated wine consumers. 
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These consumers force and help French wineries to produce high quality wines. In the 
researcher's view it is the intense competition in the financial sector in the city of 
Mumbai which has lead to its becoming and continuing to remain the financial and 
economic capital of India. 
fc^  Related and Supporting Industries 
1.7.9 Porter's argument is that a set of strong related and supporting industries is 
important to the development of competitiveness among firms. This includes suppliers 
and related industries. This usually occurs at a regional level (in the form of clusters) as 
opposed to the development of competitiveness at a national level. 
1.7.10 The phenomenon of competitors (and upstream and/or dovmstream industries) 
locating in the same area is known as clustering or agglomeration. Examples include 
Silicon valley (for computers/ software), Detroit (for the motor car industry) both in the 
United States, Northern Italy (leather shoes-other leather goods industry), Mumbai 
(earlier) and now Coimbatore (for the textile industry), Firozabad (for glassware) and 
Sivakasi (for firecrackers) in India. 
1.7.11 One of the advantages to locating^lose to your rivals may be potential technology/ 
knowledge spillovers, an association of a region on the part of consumers with a product 
of high quality (e.g. Sheffield in the United Kingdom and Solingen in Germany with high 
quality cutlery) and therefore with ability to command a premium in the market, or an 
association of a region with the availability of a competent and sophisticated labour force, 
e.g. the city of Mumbai with availability of staff with expertise in the financial/ banking 
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sectors and stock broking led to the headquartering of both the leading stock exchanges in 
India in the city. 
1.7.12 Some disadvantages to locating close to your rivals are the potential for the 
poaching of employees by rival companies and with the increase in competition the 
definite decrease in markups in the local market. -
(d) Firm Strategy. Structure and Rivalry 
Strategy 
(a) Capital Markets 
1.7.13 The state of the capital markets within a country affect the strategy of firms. Some 
countries' capital markets have a long-term outlook, while others have a short-term 
outlook. Industries vary in their definition of how long the long-term is. 
1.7.14 Countries with a short-term outlook (like is said to be the case of the United States 
where in many firms the next quarterly results determine the continuance of Chief 
Executive Officers) will tend to be more competitive in industries where the investment 
required is also short-term (e.g. in the computer/ software industry). Countries with a 
long term outlook (like Germany, Japan and Switzerland in many industries) will tend to 
be more competitive in industries where investment is long term (like the consumer 
goods and pharmaceutical industries). However, a country need not be short-term or 
long-term in all industries. The United States has taken a very long term view with regard 
to its space programme and because of this has a significant competitive advantage in this 
area. 
(b) Individuals' Career Choices 
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1.7.15 Individuals base their career decisions on opportunities and prestige. 
A country will be competitive in an industry whose key personnel hold positions that are 
considered prestigious, e.g. in the U.S.A. service business(e.g. in the financial / legal 
sector) is considered to be prestigious and therefore the U.S. is extremely competitive in 
this sector. In Asia on the other hand e.g. Singapore Government Service is considered 
extremely prestigious and the small island nation has one of the most competitive/ 
efficient Governments in the world. 
rc)Structure 
1.7.16 Porter's argument is that the best management style for an industry varies from 
industry to industry. Many countries are oriented toward a particular style of management 
(though this may change with time and the firm). Those countries will tend to be more 
competitive in industries for which that style of management is suited, viz. Germany 
tends to have a hierarchical management structures composed of managers with strong 
technical backgrounds and Italy has smaller, family-run firms and they are respectively 
more competitive in these areas/ industries. The United States has' a much flatter 
company structure in the software industry and is, therefore extremely competitive in this 
sector. It also tends to have a short term outlook in many industries with hire and fire 
policies and great flexibility. The United States thus has a competitive advantage in those 
industries where such a structure is required. However, not all American firms have a hire 
and fire policy. Firms such as Eastman Kodak, GE and IBM have not normally fired their 
managers/ Chief Executives based only on the performance of the last quarter. However, 
with increasing competition this is policy of these companies is also now changing. 
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(d)Rivalrx 
1.7.17 Porter's argument is that intense competition spurs innovation. Domestic 
competition is particularly fierce in Japan, where many companies compete vigorously in 
quite a few industries. Hence Japanese companies ai^ e more competitive in these 
industries. In fact for Japanese companies in these sectors international competition is not 
as intense and motivating. 
The Diamond as a System 
1.8.0 The points on the diamond constitute a system and are self-reinforcing. Domestic 
rivalry for final goods stimulates the emergence of an industry that provides specialized 
intermediate goods. Keen domestic competition leads to more sophisticated consumers 
who come to expect periodic/ regular upgrading and irmovation. The four main points of 
the diamond clearly show the importance of clusters in the establishment of competitive 
advantage. 
1.8.1 The example of the ceramic tile industry in Italy has been quoted by Porter to 
illustrate the role of the diamond and the importance of clustering. He also places great 
importance on the role of chance in the model. According to him random events (i.e. 
chance) can make or mar the competitive position of a firm. Chance can be anything like 
major technological breakthroughs or inventions, acts of war and destruction, or dramatic 
shifts in exchange rates due to market perceptions unrelated to economic conditions. 
1.8.2 Clusters become self-reinforcing when there is a large industry presence in an area, 
because they increase the supply of specific factors (e.g. workers in Sivakasi, Tamil 
Nadu, India who are trained to be extremely deft in assembling fire crackers and workers 
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in Ferozabad, Uttar Pradesh India who are trained to be extremely deft in preparing glass 
bangles) since the industry in these clusters will tend to get higher returns and workers 
have less risk of losing employment because in case they are fired/ retrenched they can 
gain employment with a competitor. 
1.8.3 Upstream firms (i.e. those who supply intermediate inputs) will invest in the area. 
They will do this to save on transport costs, tariffs, inter-firm communication costs, 
inventories, etc. 
1.8.4 At the same time, downstream firms (i.e. those that use another industry's product 
as an input) will also invest in the area. This causes additional savings of the type listed 
earlier. 
1.8.5 Finally, attracted by the good set of specific factors, upstream and downstream 
firms, producers in related industries (i.e. those who use similar inputs or whose goods 
are purchased by the same set of customers) will also invest in the industry. This will 
trigger subsequent rounds of investment in the industry in the same place. 
1.9.0. Shortcomings of Porter's theorv (partly adapted from Sharp and Dawes (1996)). 
1.9.1 Porter developed this model based on case studies and the examples cited by him 
tend to only apply to advanced economies. 
1.9.2 He also argues that only outward-Foreign Direct Investment (FDI) is likely to create 
competitive advantage. According to him inbound-FDI normally does not increase 
domestic competition significantly because the domestic firms in lack the capability to 
defend their own home markets and face a process of market-share erosion and decline. 
However, there seems to be little empirical evidence to support such a conclusion. 
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1.9.3 The model also does not adequately address the role of multi national corporations 
(MNCs). In fact there is sufficient evidence to show that the diamond is significantly 
influenced by factors outside the home country. Porter also never specifically defines 
exactly what is competitive advantage. He only refers to it as "success" in the context of a 
country being able to become a center of production for particular goods. Thus, the 
implication is that for a given quality of goods, the production costs must be lowest. But 
at the same time he does not believe low production costs are solely due to comparative 
advantage. 
1.9.4 Sustaining competitive advantage depends on increases in productivity i.e. the 
ability to produce more value with a given level of inputs. This, in turn, is based on 
innovation and upgrading of products, production processes, and/or management. 
1.9.5 Further Porter appears to equate nations and firms i.e., the economy of the United 
States is the same as that of American firms. This may not be quite correct in a world of 
multinational investment. The main manufacturing companies in Canada are American 
firms. 
1.9.6 His study has mainly been with reference to countries (with the exception, in so far 
as is known to the researcher, of the state of Massachusetts in the United States) (mainly 
developed ones) . He did not make a study of the states/ provinces of large developing 
countries such as India, Chma or Brazil, a characteristic of these countries is that are not 
very open economies and not very dependent on exports for their development. 
Furthermore, even within these countries there are vast differences between the 
component states/ provinces with the coastal states/ provinces being by and large more 
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open/ dependent on exports for their development(as in the case of India and China). This 
does not seem to have been studied in detail by Porter even though there is a chapter on 
emerging nations in the 1970s and 1980s in his book on the Competitive Advantage of 
Nations(1990). Therefore his model which is a simplification of reality needs to be 
significantly modified when applied to large federal countries such as India where there 
is, a large (earlier dominant) public sector and where there are significant transfer of 
resources from the Central/ federal Government not only to the states but also directly to 
the city and local Governments and where the state Governments have to by law transfer 
significant resources to the city and local Governments. 
1.9.7 Porter's model has been further modified by Macmillan and Tampoe taking into 
account other factors viz. lobby groups, complementers and fashion and fickleness 
enumerated by Grove (1996) (adapted from figure 9.3 of "Strategic Management" by the 
same authors (Oxford University Press, 2000). 
Exhibit 1.8 
CORPORATE SURVIVAL MODEL 
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1.9.8 Lobby groups implies changing ground rules and values, e.g. the effect of the anti -
plastic green brigade in convincing the Municipal Corporation of Greater Mumbai to ban 
and strictly enforce the ban on the use of plastic bags of thickness less than 20 mm. 
because they were not easily biodegradable and were causing choking up and other 
problems in sewage and waste disposal. 
1.9.9 Complementors implies loss of support to corporate survival, e.g. the development 
of internet marketing methods for consumer durables and non perishables have resulted 
in small producers (particularly in the USA) having the same reach as major producers/ 
marketers, increasing the intensity of rivalry and giving a competitive advantage to such 
organisations in terms of reduced costs. Another example is the take-off of online 
banking in the Indian metropolitan cities by private and foreign banks which significantly 
reduced the earlier competitive advantage the State Bank of India had because of its 
large branch network and the ability to give banking facilities virtually in all parts of 
metropolitan cities and even in the remotest parts of India. 
1.9.10 Fashion and Fickleness implies increasing the rate or degree of change in goods or 
loose competitive advantage to others, e.g. The seasonal changes in the fashions of 
clothes forcing garment manufacturers to come out with a new lines or loosing 
customers. 
1.10.0 Implications of the models for business: 
(a)Location Implications; and 
(b)First-Mover Advantages. 
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1.10.1 Location Implications: Firms will have to concentrate production in the place with 
the best diamond for the industry. This may seem to rule out geographic separation of 
assembly and parts manufacturing (The diamond apparently works best when these two 
are close). However, Porter also acknowledges that for economic/ cost cutting reasons a 
firm may want to source some materials and some components overseas such as is being 
done by MNCs who import high value electronic components from Taiwan and Hong 
Kong, assemble them into the final product in China and export this under the company's 
brand name to the United States. 
1.10.2 An example of this is the production of laptop computers. 
1) Basic research and design is done in Japan or the United States where highly skilled 
but expensive workers are available. Manufacture of the standard electronic components 
is done in Singapore, Thailand or Malaysia with reasonably priced semiskilled labour . 
Manufacture of advanced components is done with skilled labour (e.g. in Japan). Final 
assembly is done with low skilled labour (e.g. in Taiwan and Mexico) and software is 
designed in India with highly technically educated, and reasonably priced personnel. 
2) Low cost production might require centralizing production in nations that have the 
best diamond for the industry, e.g. an important market like the United States or the 
European Union. 
1.10.3 First-mover advantages: There a number of advantages associated with early entry 
into an industry such as low production cost due to depreciation of plant and machinery, 
customers loyalty, easier access to distribution channels and economies of scale. 
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Snowballing of early advantage occurs when all the points on the diamond are mutually 
reinforcing. To be a first mover, firms will have to continuously innovate. 
1.11.0 Role of governments in the diamond, (see also Michael E. Porter (1990) figure 3-
1 on p.72, notes on pages 124 to 128 and Chapter 12 pp. 617 to 682, in particular pp. 657 
to 673) and (1998) pages 184 to 191). 
1.11.1 The government plays an important role in Porter's diamond. Porter argues that 
there are some things that governments do, that they shouldn't, and other things that they 
do not do but should. He says, 
"Government's proper role is as a catalyst and challenger; it is to encourage - or 
even push - companies to raise their aspirations and move to higher levels of competitive 
performance" (Porter (1990) pp. 617-619) 
1.11.2 The cormections in the diagram of the diamond show that governments can 
influence all four major determinants which form part of Porter's model through : 
l)Subsidies to firms, either directly (monetary) or indirectly (examples are provision of 
excellent infrastructure, etc. for which economic charges are not levied). 
2)Liberal tax codes applicable to corporation, business or property ownership and 
returns in the initial years fiom the date the investment is made. 
3)Educational policies that develop higher skill level by workers in the area. 
4)It has also been suggested that governments should only focus on specialized factor 
creation and enforce high and tough technical and product standards. 
1.11.3 However, this could be counterproductive if the wrong industries are targeted. 
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1.12.0 Implications of Porter's diamond for governments. 
1.12.1 The position explained in the above three paragraphs gives rise to a question as to 
whether the diamond is an argument for intervention by government? 
1.12.2 This is because theoretically an early lead in an industry (perhaps engendered by 
government subsidies or protection) is reinforced through the dynamics of the diamond. 
1.12.3 However, there is a view that government should only focus on specialized factor 
creation such as education, support for basic research, install high-quality infrastructure, 
etc. and limit direct cooperation among industry rivals. A recent development is 
cooperative research ventures among industry rivals. While on a limited basis for 
developing broad-based technology such ventures may provide immense benefits, in the 
long run they will blunt the motivational force of strong rivalry. 
1.13.0 Policy implications 
1.13.1 According to traditional economic theory, countries are generally best off by 
maintaining free trade. As the factors with which a nation is endowed are fixed, unless 
the characteristics of the residents are changed, government can normally have little 
impact on factor abundance. However, this does not mean that governments can do 
nothing. The Japanese Ministry of International Trade and Industry has targeted 
industries to give them competitive advantage and has been fairly successful in this. 
According to economic theory under the assumption of perfect competition, there are no 
"winning" of "losing" industries. However, increasing productivity in industries is 
important because it raises the standards of living. 
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1.13.2 Trade barriers are generally harmful: they raise prices to both consumers and 
business (e.g. machine tools in the U.S., consumer goods in Japan) 
1.13.3 Porter's analysis is not an argument for government intervention. He only says 
that an early lead in an industry (perhaps engendered by government subsidies or 
protection) is reinforced through the dynamics of the diamond. 
1.13.4 Government should enforce strong domestic competition policies. While strategic 
alliances and mergers and cooperative research ventures have become popular and may 
provide benefits, they will blunt th^-motivational force of strong rivalry. 
1.13.6 Government should enforce strong domestic antitrust policies: While strategic 
alliances and mergers have become popular, they undermine the creation of competitive 
advantage. 
1.14.0 In his books Porter has expounded his five forces model of competitive analysis / 
studied the theory of competition, competitive advantage, advantages of clustering, etc. 
1.14.1 According to Porter (1990) a nation's competitiveness depends on the capacity of 
industry to innovate and upgrade, competitive advantage also arises from fierce 
competition, pressure and challenge. National competitive advantage depends on strong 
domestic rivals, aggressive home bound suppliers and demanding local customers. 
According to him the factors in national success/ competitive advantage is through a 
highly localised process and the factors include national values, culture, economic 
structures, institutions and history. These also include the critical nature of the home 
environment in terms of being forward looking, dynamic and challenging. 
33 
1.14.2 His view is that it is wrong to say that competitiveness of a country is determined 
by labour costs, exchange rates or economies of scale or of a firm by company mergers, 
strategic alliances, collaboration and supranational globalization or by government 
policies. 
1.15.0 In short, according to him the determinants of national competitive advantage 
involve: 
(a) Factor conditions- i.e. this is the nation's position in factors of production such as 
skilled labour or infrastructure necessary to compete; 
(b) Demand conditions- i.e. the nature of home market demand for the industry's 
product or service; 
(c) Related and supporting industries- i.e. the presence or absence in the nation of 
supporting industries and other related industries which are internationally competitive; 
(d) Firm strategy, structure and rivalry- i.e. the conditions in the nation governing how 
companies are created, organised and managed, as well as the nature of domestic rivalry; 
and 
(e) Role of government- as a catalyst and challenger; as a transmitter and amplifier of 
the forces of the diamond. 
1.16.0 According to him the recommended policy approach for obtaining national 
competitive advantage should be: 
(a) focus on specialised factor creation; 
(b) avoid factor and currency market intervention; 
(c) enforce strict product safety and environmental standards; 
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(d) promote competition by sharply limiting direct cooperation among industry rivals; 
(e) promote goals that lead to sustained investment; 
(f) deregulate competition; 
(g) enforce strong domestic anti monopoly practices; and 
(h) rej ect managed trade. 
1.17.0 According to him the company competitiveness agenda should include: 
(i) creating pressures for irmovation; 
(ii)seeking out the most capable competitors as motivators; 
(iii)establish early warning signals; 
(iv)improve the national diamond; 
(v)welcome domestic rivalry; 
(vi)globalize to selective advantages elsewhere; and 
(vii)use alliances selectively and locate the home base to support 
competitive advantage 
1.18.0 Other Research 
1.18.1 While analysing the competitiveness of an organisation the most important points 
which should be considered are: 
(1) the nature and structure of the industry i.e. the number of firms, their sizes and 
relative power, the rate of growth of the industry and the ways they compete (this last is 
by Thompson (1980). According to him each rival tries to formulate a wirming strategy, 
i.e. one that will gain it some sort of attractive competitive edge over its rivals). 
According to Clark (1961) (pp. 473-474) it may be that only a fevv firms are likely to 
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initiate fresh strategic moves and this may not even be often. But to the extent they are 
able to make a mark on the market with their initiatives, the give and take of strategic 
response spreads and continues. Depending on the prospects of the industry and its 
growth/ profit potential an industry may be attractive to a company. Similarly in the case 
of a country the number of countries, their export capacity and relative power, the ways 
they compete and the rate of growth of imports, have to be considered. Depending on the 
prospects of the industry in the importing countries and its growth / profit potential an 
industry may be attractive to a country. 
(2) The position of the organisation/country within the industry, i.e. whether it enjoys 
specific and recognised competitive advantage and whether it has particular appeal to 
selected segments of the market. 
1.18.2 A country/ organisation is unlikely to be able to compete successfully in a 
particular industry even though it has both growth potential and offers profits unless it 
has a means for obtaining competitive advantage. Conversely, even though a company / 
country may have competitive advantage in an industry it should not concentrate all its 
efforts on increasing this without assessing the growth potential/opportunities of the 
industry. Because there is no point in having an overwhelming competitive advantage in 
an industry which may be stagnant or dying, this is because soon the company / country 
will discover that it has to abandon the industry and change over/ diversify into other 
industries, e.g. the experience of the American automobile industry which continued to 
produce bigger more luxurious and more expensive high petrol consumption cars (where 
they had an overwhelming competitive advantage) in the 1970s whilst the Japanese 
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concentrated their efforts on the small, defect free, cheaper petrol economising cars 
(where they soon obtained an overwhelming competitive advantage). In the process the 
Japanese car manufacturers were able to capture over one fourth of the American car 
market because people preferred to buy petrol economising cars due to the increase in 
gasoline prices due to the two oil crises in the early and late 1970s. 
1.18.3 It is finally the income which a company/country earns over expenditure and the 
efficiency of utilising this for investment purposes which determines growth of the 
firm/economy and which finally generates higher income and the feeling of well being. 
1.18.4 Thus according to Thompson (1980) sustaining competitive advantage rather than 
creating it initially for a short period and then loosing it is the real challenge. In the 
experience of this researcher in both the government and industry the most successful 
competitors not only create value but also create competitive advantage in delivering that 
value. This they do by operating their business both efficiently and effectively. There is 
no point in running a business only efficiently if it does not create sustained competitive 
advantage. For generating sustained competitive advantage all the above three factors are 
crucial. 
1.18.5 Conversely there may be certain services and products where even though 
productivity may not be high or production is less efficient as compared to competitors, 
still the firm/ country has competitive advantage, e.g. India produces very little of the raw 
materials required for the manufacture of gem and jewellery. It may not even have the 
highest efficiency/ productivity in the manufacture of gems and jewellery, because most 
Indian jewellery is hand crafted and not machine made. Till almost the 1990s the 
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government also did not do much to promote/ encourage production export. However, 
despite all this Lidia has managed to obtain a significant and sustained competitive 
advantage in this sector which at present constitutes 13% of its total exports. 
1.18.6 Sustaining competitive advantage requires that the firm/countiy constantly 
innovate and be subjected to constant competition. If it does not keep on its toes it will be 
a looser in terms of well being in the case of a country and loss of profitability (though 
this may not lead to immediate death/closure) in the case of a firm. 
1.18.7 The thing that clearly sets a country/ state within a country/ an organization apart 
fi-om its competitors and gives it an advantage over them in development/ in the 
marketplace is called competitive advantage. 
1.19.0 Things that affect this competitive advantage are the general economic 
envirormient, socio-cultural issues, legal/political concems, technology, the natural 
environment, and changes in the methods of management. 
1.19.1 The general envirormient of a country/ state within a country includes those 
conditions in the external environment that can substantially influence the operations of 
organizations. The components of the general environment include: 
(i)Economic conditions - which deals with the general state of the economy of the 
country/ state within a country(in large countries such as India there are large variances 
between states) in terms of inflation, income levels, gross domestic product (GDP), 
unemployment, and other related indicators of economic health; 
(ii)Socio-cultural conditions - the state of prevailing social values(in large countries 
such as India there are large variances between states) on such matters as human rights 
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and environment, trends in education and related social institutions, as well as 
demographic patterns; 
(iii)Legal-political conditions - general state of philosophy and objectives of political 
parties ruiming the goveniment(in large countries such as India there are large variances 
between states), as well as laws and government regulations; 
(iv)Technological conditions - general state of the development (in large countries 
such as India there are large variances between states) and availability of technology in 
the envirormient, including scientific advancements; 
(v)Natural environment conditions - general state and nature and conditions of the 
natural or physical environment. 
1.19.2 In order that their state/ country obtain and continue to hold a competitive edge/ 
advantage over their competitors, the political masters/ elected representatives/ Ministers 
must be aware of economic conditions/ transitions at the national level, as well as 
globally, and must help their states compete in times of economic decline as well as 
economic growth. The political masters/ elected representatives/ Ministers must be 
increasingly aware and skillful in dealing with multiculturalism, and diversity of their 
population (due to migration and increased integration almost all the states in India have 
a population with culturally diversity), and use these elements to create and keep a 
competitive advantage. 
1.19.3 The Specific environment includes the actual organizations, groups, and persons 
with whom an organization must interact in order to sm-vive and prosper. Important 
elements include: 
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(a)Customers - specific individuals or groups and organizations that purchase the 
organization's goods and services. 
(b)Suppliers - are the specific providers of human, information, financial resources, 
and raw materials needed by the organization in order to operate. 
(c)Competitors - Specific organizations that offer the same or similar goods and 
services to the same customer or client base. 
(d) Regulators - specific government agencies and representatives, at the 
local/state/national levels that enforce laws and regulations afiiecting the organization's 
operations. 
1.20.0 Other challenges facing today's political masters/ elected representatives/ 
Ministers include: 
(i) Meeting the needs of an aging workforce(people are living longer beca.use of better 
disease prevention); 
(ii) Integrating disadvantaged sections of society/ minorities more fully into the 
workforce; 
(iii) Changing traditional lifestyles and methods of working; and 
(iv)improving education and skills of disadvantaged workers. 
1.20.1 While the quest for competitive advantage is great, it must be pursued with a focus 
on public expectations for ethical and socially responsible behavior, and within the 
fiamework of laws and regulations that support these expectations. Governments are 
expected to meet high standards of social responsibility. Political masters/ elected 
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representatives/ Ministers and government employees are expected tOi meet high 
standards of ethical conduct. 
1.20.2 Technology is also a driving force in helping governments to gain a competitive 
advantage. Electronic commerce is becoming increasingly important, as is e-mail and the 
Internet. This mode of communication has made it easy to disseminate as well as gain 
access to information quickly and with ease. It puts a state at a major disadvantage when 
its ability to support the latest technology is not as state of the art as other states. 
1.20.3 Factories in India suffer from actual and potential ecological damage, industrial 
accidents. However, disaster proneness varies from state to state and this gives 
competitive advantage to states with strong and efficient enforcement machinery such as 
Maharashtra and Gujarat. 
1.21.0 In his paper Christensen (1997) provides a summary historical perspective on how 
the theory of competitive advantage evolved amongst researchers in firms. This paper 
also shows that many of what historically have been the most valued sources of 
competitive advantage - resources, assets and meirket positions - have proven to be 
transitory, rather than sustainable. This is because many of them are grounded in 
compromises or trade-offs, which innovating companies have been able to circumvent 
over the last decade. Hence, the very paradigms of what can constitute sustainable 
competitive advantage may be crumbling. 
1.22.0 THE PARADOX OF COMPETITION 
1.22.1 According to Emmerij (1999) the origin of the verb 'to compete' is 'cum petere', 
which means searching together. Which is a fai- cry from what it has become in the era of 
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globalisation. In fact it has become an arm to wipe out one's adversary(competitor). It has 
become an ideology, an imperative and even according to some people a gospel, an 
answer/ panacea to all problems of globalisation. According to him this is aggravated 
with the development of indexes to measure competitiveness(such as the ones developed 
and published every year by the World Economic Forum based in Davos and the 
International Institute of Management Development based in Lausanne, both are in 
Switzerland) of countries due to which the countries concerned are under ever increasing 
pressure to improve their performance. 
1.22.2 Competitiveness/ efforts to gain national competitive advantage pushed to an 
extreme may have socially undesirable side effects such as distortions in the national 
economies(including the so called hollowing out of the advanced economies- whereby 
manufacturing is transferred to cheaper offshore locations), increase in imemployment (of 
persons unable to gain higher value skills), downward pressure on salaries and 
incomes(particularly in real terms) and growing inequalities, e.g. in the United States of 
America 50 percent of the labour force saw its income decrease in real terms between 
1973 and 1993. 
1.22.3 According to him extreme competitiveness/ competition diminishes the degree of 
diversity in a society and contributes to social exclusion, whereby, individuals, 
institutions, cities, states and countries that are not competitive are being marginalised 
and eliminated from the race for development, this is economically inefficient and also 
not acceptable in moral terms. Further, the more a nation, individual, institution, city, or 
state strives/ tries to gain competitive advantage through specialisation/ concentration on 
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doing a few things extremely well, the more it loses its flexibility/ capacity to renew itself 
and the greater it danger of loosing the very advantage if circumstances/ the economy 
changes. The very idea of competition devalues cooperation i.e. searching together (the 
words from where to compete was derived), wipes out solidarity. 
1.22.4 The question which therefore arises is what the final wirmer in the competitive rat 
race will do all by himself after all the others have been eliminated. Competitiveness/ 
competition is incapable of reconciling social justice, economic efficiency, sustainability 
of the enviroimient, democracy and cultural diversity (which most large countries have) 
1.22.5 Yip's (2001) view is that we have moved from the world of comparative 
advantage to a world of competitive advantage. According to him the types of 
international competition are: 
(1) Multi-country competition (beer, appliances, cereal) 
- Competition in each national market is independent of competition in other national 
markets 
- No "international" market 
- Rivals compete for market leadership country by country 
- Works best when 
1. Market conditions are diverse among countries 
2. Buyers insist on highly customized products 
3. Buyer demand for product exists in few markets 
4. Host government regulations preclude uniform global approach 
- Drawbacks: 
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1. Entails little coordination across countries 
2. Not tightly based on competitive advantage other than in single country 
(2)Global competition (automobiles, television, tyres, textiles) 
- Competitive conditions across national markets are linked to form an international 
market (standardization & demand conditions) 
- A firm's competitive position in one country affects & is affected by its position in 
other countries (abihty to cross-subsidise) 
- Leading competitors compete head-to-head in numerous countries (Kodak & Fuji) 
- Works best when 
1. Great similarities in products & buyer requirements exist among countries 
It involves 
1. Coordinating firm's strategic moves worldwide. 
Selling in many, if not all, nations where significant buyer demand exists 
Allows firm to concentrate on securing competitive advantage over 
1. Both international & domestic rivals 
1.22.6 One notices that global competition applies mostly to high value added industries, 
or link-technology industries (NEC: computers and communications) Now, remember 
Porter: Growth in diversification works when there is opportunity to transfer skills and/or 
share activities. 
1.22.7 Key Principle: A global competitor's market strength is directly proportional to its 
portfolio of country-based competitive advantages. 
1.23.0 Global strategy & competitive advantage 
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1.23.1 A global strategy provides two avenues to gain competitive advantage 
1. Locating activities among nations in ways that lower costs (i.e., low wages) or helps 
achieve greater product differentiation (i.e., R&D skills). 
2. Coordinating dispersed activities in ways domestic-only competitor cannot. 
1.23.2 The competitive advantage of a multi national corporation is based on its ability 
to transfer technology, manufacturing know-how, brand name identity, marketing, and 
management skills from country to country, achieve efficiencies higher than could be 
achieved by any host country competitor and being able to minimise overall costs so that 
it is able to deliver value to its customers locally while at the same time maintaining 
common standards (e.g. McDonalds). 
1.24.0 Differences in competitive advantage of states in large countries 
1.24.1 These occur because of historical factors (such as the development of London at a 
crucial river crossing site), better infrastructure (such as ports for exports), 
communications (road, rail, air and sea), greater availability of educated manpower at 
economical wages (such as for the software industiy in the south and west of India and 
the toys, sports goods, etc. industries in the coastal provinces of China), greater average 
income per capita income (giving people the buying power to purchase goods and 
services), emergence of a sophisticated buyer's market (as for financial services in New 
York and in south Mumbai), etc. 
1.24.2 These differences in competitive advantage once established tend to increase with 
time (unless there is a sudden change in economics such as occurred in northeast China 
(the former Manchuria where all the iron and steel industries became economical and had 
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to be closed down) which led to high unemployment and lowering of incomes), lead to 
establishment of clusters of industries and services, lead to migration of the educated and 
skilled firom the areas with lesser competitive advantage and create a competitiveness 
divide. This is very clearly seen in the competitiveness divide between the states in the 
south and west and those m the north and east in India, the coastal and interior provinces 
of China (Pei (2002), the states of New South Wales and Victoria and the rest in 
Australia (Sheehan(2000), the north south competitiveness divide in the United Kingdom 
(Brown (2001)). 
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CHAPTER-2 
ECONOMIC DEVELOPMENT QF STATES OFINDIA 
2.0.0. It is the view of this researcher that the relative economic development of a state in 
comparison with other states is a primary result of and one of the best measures of the 
competitiveness of/ corripetitive advantage enjoyed by the economy of a state vis-a-vis its 
competitors within a large federal country. It is for this reason that the relative economic 
development of various states in India and the criteria and relevant features for making 
comparisons between them are being discussed immediately after the theoretical aspects 
of competitive advantage in this dissertation. However, while doing this because of lack 
of data all states will and caimot be evaluated. It is for this reason that this researcher 
proposes to evaluate the economic development of only the major states as defined in 
Chapter 1 earlier. 
2.0.1 In paragraph 1.18.3 it was mentioned that it is finally the net income which a state 
earns over expenditure and the efficiency of utilising this for investment purposes which 
determines the growth of the firm/economy of the state and which finally generates 
higher income i.e. economic growth which generates the feeling of well being that is 
important. In paragraph 1.18.4 it was stated that the real challenge before countries/ 
states/ firms is sustaining the competitive advantage once obtained rather than creating it 
initially for a short period and then loosing it or have overwhelming competitive 
advantage in a commodity whose prices and market are declining with time. 2.0.2 
Without considering the above facts even though a state/ country/ firm may have 
overwhelming competitive advantage the income of a firm/ state/ countiy will decline 
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with time. It is therefore necessary for a state to obtain and sustain competitive advantage 
in goods and services whose prices and market are not likely to decline with time and 
which will continue to give rising incomes to shareholders i.e. the people living in the 
state/ country, in the process generating the feeling of well being, it is necessary that a 
firm/ state/ country develop economically and diversify from being mainly dependent, on 
the primary sector to becoming predominantly a producer of manufactured goods and 
services i.e. shift to the secondary and tertiary sectors. 
2.0.3 In paragraph 1.18.4 it was also stated that in the experience of this researcher the 
states with the greatest economic growth not only create value but also create competitive 
advantage in delivering that value. This they do by operating both efficiently and 
effectively. There is no point in rurming a state only efficiently if it does not create 
sustained competitive advantage. For generating sustained competitive advantage 
creation of value and economic growth are crucial. 
2.1.0 Economic Growth/ Competitiveness and the role of State Governments in 
Federal polities. 
2.1.1 According to the United Nations University (UNU) and the World Institute of 
Development Economic Research (WIDER) under it, many developing and transition 
countries have considerable regional variation in average household income, poverty, and 
in health and educational status. National human development indicators can therefore 
mislead policy-makers when large regional disparities exist. Therefore they have chosen 
"Regional disparities in human development" as one of the areas for giving priority in 
research for the year 2002-03. Their project will investigate the size and determinants of 
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regional disparities in a representative selection of countries. It will use indicators such as 
poverty incidence and depth, within-region income inequality, human development, and 
gender indicators to better understand why some regions fall behind in the development 
process. This researcher is of the view that a similar position prevails with regard to 
economic development, economic growth, the investments made in and by a state, 
exports from a state, competitiveness and competitive advantage of a state and that there 
is considerable regional variations within countries (and even within large states) 
particularly in large countries like India with many large states and that national 
competitiveness and competitive advantage indicators will mislead policy makers on the 
areas on which to place emphasis for making improvements, in view of the large regional 
variances/ variations. 
2.1.2 In this connection the questions that arise are: 
1) What is the meaning of economic competitiveness? 
2) Reasons for the importance attached to competitiveness of a state? and 
3) The exact role of state governments in large federal polities like the U.S.A., Canada, 
Australia, Russia, China, Brazil and India in improving the competitive position of the 
individual states? 
2.1.3 Competitiveness has been defined at the start of Chapter 1 in paragraph 1.0.1. 
However, this researcher has not been able to arrive at a very precise definition of what 
economic competitiveness means in relation to a state/ province which is not a separate 
economic entity but forms part of a larger economic entity and the development of whose 
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economy is mainly controlled by an outside Government which is not mainly concerned 
with the details within the state but in overall terms for the country as a whole. 
2.1 A A company's ability to remain competitive depends on the productivity of its 
workforce, its capital investments, and the efficiency with which it employs material and 
other inputs. For a state in a federal polity economic competitiveness may similarly 
mean the capability of the producers within the state to offer products or services of 
better quality or at lower cost than others operating within the same marketplace (which 
may not be mainly within the state but could be in other states all over the countiy). 
2.1.5 For a geographic area such as a province or a state, the term economic 
development/ competitiveness is normally used to mean overall high average income 
(including per capita income)/productivity (whether of labour/ capital), when one says 
that Maharashtra/ Gujarat " is economically developed/ has a highly competitive 
economy" it is taken to mean that the state has a large Net State Domestic Product 
(NSDP), its people, in general, enjoy a comparatively high per capita income (PCI) and 
its economy is made up of highly productive firms. 
2.1.6 However, this researcher is using the term " is economically developed/ 
competitiveness/ competitive advantage of a state" to refer to not only its high NSDP and 
PCI but also its suitability or attractiveness as a location for existing or establishing new 
businesses (i.e. its ability to attract investment), particularly those where employment 
appropriate to the education and skill levels of the work- force is provided in significant 
numbers and exports from the state. 
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2.1.7 The term competitiveness in this connection will be taken to mean its position vis-a-
vis the cost structure of doing business elsewhere. Increased competitiveness of a state, 
therefore, means increasing the suitability and attractiveness of the state as the location 
for expanding industries (which increases employment in the process). Since the statistics 
used for arriving at the conclusions have been taken from diverse sources many of which 
use different measures and a quantitative comparison may not be possible only a 
qualitative ranking which gives a fairly correct picture is being attempted. 
2.2.0 Other view on the factors / features which can be used for making comparisons 
of competitiveness/ competitive advantage 
2.2.1 Porter (1990) has argued that competitiveness of a state/ country is an industry-
specific phenomenon as a country/ state carmot be competitive in all types of industries/ 
services. According to him competitive advantage in a particular industry/ service is the 
outcome of the presence of certain essential factors, viz. the local availability of 
technically qualified and specialized labour, excellent infrastructure; existence of a 
minimum number of sophisticated and demanding local customers; existence of vigorous 
local competition which forces the industry/ service provider to be always on his toes/ 
extremely efficient; and a network of ancillary and supporting industries such as 
specialized suppliers and service providers. 
2.2.2 The willingness and ability of firms to constantly/ be able to innovate. This is best 
done as mentioned by Porter (1998) is by the local presence of a "geographical cluster" of 
companies in related business sectors. 
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2.2.3 Gopinath (2002) has mentioned that the competitiveness of a state is contingent on 
the competitiveness of the institutions and people that occupy it. According to him a state 
is successful if the organizations that are based in and operate in that state are successful. 
He is, therefore, of the view that the notion of competitiveness of a state needs to be 
carried through to the micro foundations of competitiveness i.e. the individuals and 
institutions in that state. He does not explicitly mention it but it seems he also is in 
agreement with Porter's theory of clusters determining competitiveness. 
2.2.4 Examples of the application of this theory of competitiveness beirig highest in 
clusters in India are the cluster of financial intermediaries in the Southern part of the 
island city of Mumbai where we have the headquarters of the Reserve Bank of India, two 
All India financial institutions, major banks, the two major stock exchanges, large and 
small financial institutions, non banking financial companies, stock brokers, insurance 
(The headquarters of the Life Insurance Corporation of India (LIC), till recently the sole 
life insurance agency in India), housing finance (the headquarters of the Housing 
Development Finance Corporation (HDFC) the first and after the National Housing Bank 
still the largest housing finance company in India), etc; Hindi (the official language of the 
Government of India and the language with the largest number of native speakers in 
India) films in the suburbs of Mumbai city (commonly known as Bollywood), glass 
bangles in Ferozabad, brassware in Moradabad and shoes in Agra all in Uttar Pradesh, 
and software in Bangalore, Hyderabad and Navi Mumbai, etc. 
2.2.5 All these clusters consists of related businesses and institutions all of them compete 
with one another, train and expand the local pool of skilled workers, attract specialized 
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suppliers, and produce an extensive web of interrelationships which facilitates the rapid 
exchange and development of ideas, e.g. the depth and diversity of this financial cluster 
helps make South Mumbai an attractive location for new and growing businesses in the 
financial area, despite the extremely high cost of office space and the virtual non-
availability of residential accommodation in this area making a long commute necessary 
for most persons working in this area. 
2.2.6 For the development of this cluster one must acknowledge the important role of the 
state in establishing and keeping maintained certain important factors in the city, such as 
a stable law and order situation, with safety of most persons being there because of a 
stable police force and Government with reasonably predictable policies, a reasonably 
stable tax environment an efficient port, an efficient transport system (the Brihanmumbai 
Electric Supply and Transport (BEST) is literally the best urban transport system in 
India) all of which make it an attractive climate for investment. 
2.3.0 Why Economic Growth/Competitiveness happens and its results. 
2.3.1 This question has to be examined from two viewpoints. The first is historical, as to 
what gave rise to the high economic growth/ competitiveness and the prosperity of 
certain states/ regions such as Maharashtra or the island city/ southern part of Mumbai. 
The second is the present day competitiveness of these states/ ai'eas. Historically such 
areas had high economic growth/ competitiveness because of the availability of excellent 
infrastructure and markets, strategic location either next to the available raw materials or 
next to the port (including now airports) from where the finished goods could be 
exported, etc. These were mainly in either the coastal areas where natural deepwater 
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harbours were available. In India's case this also included fa ' 
which the British rulers had established as the national or prov^^iat capitals or where 
qualified artisans were easily available at reasonable rates of wages due to Historical and 
other reasons. 
2.3.2 The historical reasons as to why Mumbai/ Maharashtra attained competitive 
advantage over other Indian cities/ states were many. This had mainly to do with the fact 
that it was the only deep water port in the area for a very long time (now Kandla in 
Gujarat, Jawaharlal Nehru Port in Navi Mumbai and others have developed as 
competitors). 
2.3.3 The existence of excellent infrastructure viz. the provision of uninterrupted and 
high quality power by the Tata Electric Companies through the BEST, existence of an 
excellent bus and local train system (even though it is extremely overcrowded) in a 
concentrated manner in a limited area and facilities such as high quality schools, colleges 
and Engineering and technical institutions producing a large number of trained 
manpower, the existence of world class reasonably priced (when compared with 
American prices) hospitals, etc. all added to this. It is said of Mumbai city that virtually 
anyone with even little education can get a job/ start a business and make money but may 
not be able to get living accommodation at reasonable rates and therefore almost 45 
percent of the residents of the city live in slums. 
2.3.4 Manufacturing such as in the textile trade where the city had an ovei-whelming 
competitive position till the 1970s (it is now virtually dead) added to this competitive 
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advantage by providing a large number of highly paid jobs has had to change and go to 
value added areas such as gems and jewellery, Ught engineering, electronics. 
2.3.5 The latest burst of economic growth in the city and the State of Mahai'ashtra was in 
the service (office, tourism, etc.) and software sector with the largest number of Dotcom 
companies in India being registered in the city followed by Bangalore and Hyderabad. To 
this has been added the high tech boom created by the Mumbai-Pune Electronic Corridor 
with four large Software Technology Parks (STPs) being set up in Navi Mumbai and 
three STPs near Pune with high speed data connectivity, construction of a high speed 
expressway in a record time between the two cities making it the single biggest project 
being set up for this purpose in the country. However, with the recent scams in the stock 
market, the collapse of the dotcom boom has led many to predict the loss of Mumbai city/ 
Maharashtra's overwhelming competitiveness. 
2.3.6 Today's situation is that the Government of Maharashtra has woken up (albeit a bit 
late) to the loss of attractiveness in its policies and has reversed its earlier policy of not 
permitting setting up of new offices in Mumbai, is trying to continue to attract new 
investment and keep existing investment in the state by providing world class infra-
structure not only in Mumbai but also outside such as in Pune, Aurangabad, Nashik, etc. 
2.3.7 Virtually all products made and services (including in the high value added and 
high tech sectors) offered by businesses in Mumbai/ Maharashtra to out of state/ 
overseas customers and many products and services sold within the sta!te face stiff 
competition from businesses in other states and from imports/ overseas businesses. In fact 
other states by offering equally good if not better infrastructure, free land and tax benefits 
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(this latter has now stopped because of an agreement between the states at the behest of 
the Union Finance Minister not to compete on sales tax and other fiscal incentives) have 
been able to some extent to take away businesses (witness the moving away of the Ford 
India plant to Tamil Nadu) and international educational institutions (witness the moving 
away of the Indian School of Business to Andhra Pradesh) from the state. 
2.3.8 Substantial software development operations started in Bangalore, because the costs 
and difficulties in doing business in the most attractive place in India for this purpose viz. 
the city of Mumbai were too high and Bangalore was also able to provide highly 
qualified manpower at reasonable rates. What is apparent is that Mumbai/ Maharashtra 
has no more of a permanent edge in high tech services/ advanced technology than it had 
in manufacturing till the 1970s. 
2.3.9 Despite the serious financial constraints facing nearly all state governments in 
India, encouraging new investment both local and from abroad promotion of new 
businesses to get high paying jobs has remained a priority for all of them in the last thirty 
years. During this period Maharashtra lost valuable time by its policy of not permitting 
industry to set up in the so called advanced/ developed areas of the Mumbai-Thane-Pune-
Nashik belt and forcing/ encouraging them to go to the backward areas such as Konkan, 
Marathwada and Vidarbha which were a long distance from their markets (even though 
the Maharashtra Industrial Development Corporation (MIDC) did provide very good 
infrastructure) and were not able to achieve the synergies achieved in the Mumbai-Thane-
Pune-Nashik belt. 
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2.3.10 During this period Gujarat, Kamataka, Tamil Nadu and now Andhra Pradesh have 
managed to take away a large part of the new businesses which would have in the normal 
course come to Maharashtra. With the opening up of the Indian economy and the lifting 
up of the quantitative restrictions on imports in force for over 50 years firms in these 
areas are being exposed to competition from abroad. This competition like in the Chinese 
coastal provinces is maximum in the coastal states such as Maharashtra, Gujarat and 
Tamil Nadu. Far from ruining all businesses in these areas it has led to the states in the 
West and South being spuiTed to change over from being mainly dependant on the 
primary sector to switch over to the secondary and increasingly the tertiary sector, to 
perform better, have the highest growth in NSDP and PCI. Furthermore with 
liberalization Indian states themselves are competing vigorously for attracting growing, 
high wage businesses and services. These changes have far reaching implications for 
workers, firms, the State and Central Governments in India. 
2.4.0 The Role of State Government in economic growth and increasing 
competitiveness. 
2.4.1 The role of the state and local governments in a federal economy such as India's in 
increasing the state's economic growth/ competitiveness can easily be under or 
overestimated. According to Porter (1998) competitiveness is primarily a private sector 
phenomenon, but as is seen from the discussion in the first chapter the government does 
have a clear and crucial role to play as one of the four key partners in the Diamond. 
2.4.2 However, it must be clearly stated that the main responsibility for business 
competitiveness in a state lies with the businesses already established there. It is the 
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owners/ managers who must take the decisions regarding new investment, location, 
development of new products , new marketing methods, and creation of new employment 
all of which add up to the creation of successfol enterprises and, ultimately, growth in 
the economy of the state. ' i 
2.4.3 Further no company can implement iimovative business methods , reach new levels 
of competitiveness, or achieve significant growth without the enthusiastic support of their 
employees. So labour peace and the productivity that this is able to achieve is absolutely 
essential. 
2.4.4 The existence of a significant number of institutions of higher learning and research 
producing qualified technical and managerial manpower in significant numbers plays a 
vital role in fairly advanced and innovation based economies, like that of Maharashtra. 
2.4.5 A State Government may not be able to dictate private sector economic decisions to 
create a more competitive economy but it has a substantial influence on the climate in 
which private decisions are made to invest, to modernize, to expand, to train workers, to 
create new companies, to commercialize new products, and to export. 
2.4.6 According to Porter (1990) the primary roles of government in promoting 
competitiveness are improving the business environment and encouraging innovation. To 
these this researcher will add four more factors viz. a comparatively better local 
administration/ less prevalence of corruption as compared to other Indian States and a 
fast and reliable transportation and communications systems, a supply of skilled workers 
and training available to provide needed skills and accessible investment capital and 
credit (available comparatively easily in India's financial capital viz. the city of Mumbai. 
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2.5.0 Criteria wiiich have been used to determine competitiveness of countries/ 
nations/ states. 
2.5.1 The World Economic Forum (WEF) and the Harvard Centre for International 
Development (HCID)(2001) have used the following systems under which it has various 
criteria forjudging the competitiveness of the USA and other countries: 
DNotable Competitive AdvantaRes 
(A) Growth Competitiveness 
(i) Innovation 
(a) Technological sophistication; 
(b) Firm level innovation; 
(c) Utility patents in the previous year; 
(d) Tertiary enrollment; 
(e) Company spending on Research and Development; 
(f) University/ Industry research collaboration. 
(ii) Information and Communication Technology (ICT) 
(a) Internet Hosts; 
(b) Quality of competition in the ISP sector; 
(c) Legal framework for ICT development; 
(d) Laws relating to ICT use; 
(e) Telephone lines; 
(f) Internet access in schools, 
(iii) Law and Contracts . 
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(a) Property rights. 
(B) Current Competitiveness; 
(i) Sophistication of company operations and strategy; 
(a) Extent of incentive compensation; 
(b) Value chain presence; 
(c) Control of international distribution; 
(ii) Quality of the business environment 
(a) Local supplier quantity; 
(b) State of cluster development; 
(c) Local availability of process machinery. 
(C) Other Indicators 
(i) Technology 
(a) Quality of scientific research institutions; 
(b) Brain drain; 
(c) Finn level technology absorption; 
(d) Speed and cost of internet access; 
(e) High skilled IT job market; 
(f) Quality of competition in the telecommunication sector; 
(g) IT training and education, 
(ii) Infrastructure 
(a) Quality of competition in the transportation sector; 
(iii) Public institutions 
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(a) Intellectual property protection; 
(b) Minimum wage enforcement; 
(c) Administrative burden for startups, 
(iv) Macroeconomic environment 
(a) Financial market sophistication; 
(b) Venture capital availability; 
(c) Permits to export; 
(d) Value added tax rate. 
II'lNotable Competitive Disadvantages 
(A) Growth Competitiveness 
(i) Information and Communication Technology (ICT) 
(a) Cellular telephones; 
(b) Government prioritization of ICT; 
(c) Government success in ICT promotion, 
(ii) Law and Contracts 
(a) Organised crime; 
(b) Favouritism in decisions of Government officials, 
(iii) Macroeconomic environment 
(a) National savings rate; 
(b) Real exchange rate; 
(c) Recession expectations; 
(d) Access to credit; 
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(e) Inflation. 
(B) Current Competitiveness; 
(i) Sophistication of company operations and strategy; 
(a) Extent of regional sales; 
(b) Production process sophistication; 
(c) Extent of staff training; 
(ii) Quality of the business environment 
(a) Quality of public schools; 
(b) Hidden trade barriers; 
(c) Stringency of enviroiunent regulations. 
(C) Other Indicators 
(i) Technology 
(a) Minorities in the economy; 
(ii) Infrastructure 
(a) Difference in quality of schools; 
(b) Difference in quality of healthcare, 
(iii) Public institutions 
(a) Competence of public officials; 
(iv) Macroeconomic environment 
(a) Exchange rate and exports; 
(b) Investment rate; 
(c) Corporate income tax rate; 
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(d) Sources of investment finance; 
(e) Expected exchange rate.volatility; 
(f) Access to bond market; 
(g) Exchange rate premium, 
(v) Company practices 
(a) Union contribution to productivity. 
2.5.2. According to Cornelius (2001), every year from 1999 there is a new focus in the 
Global Competitiveness Report. It started to focus on growth competitiveness, current 
competitiveness and economic creativity among other things. The first measures the 
factors that contribute to the future growth of an economy. These factors explain why one 
country is growing faster than others. India ranks 44"^  on this. Japan ranked only 21st; 
although it had a high level of current income there was sluggish economic growth. 
2.5.3. The current competitiveness index identifies factors that underpin high current 
productivity (and hence current economic performance) measured by the GDP per 
person. Finland tops the list followed by the USA, Germany, the Netherlands and 
Switzerland. Singapore is ninth, Australia 10th and Japan 14th. 
2.5.4. The third index on which the report focuses is - economic creativity - where an 
important factor is openness of the economy, is critical 
2.5.5 Saeki (2001), says that the Global Competitiveness Report is correct to focus on 
openness as it is an important criterion for determining competitiveness and economic 
development. However, while agreeing with the general thrust of the report and its 
components, he questions the rankings and comparisons between large and small 
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countries. He says that there is a tremendous imbalance between regions as far as 
population and economies are concerned and factors vital to one would be insignificant to 
another. This is important in the Indian context where there is tremendous imbalance 
between states (and even regions within a state). 
2.5.6. In the transitions in economic development part of the executive sunmiary 
^^Competitivity and stages of economic development of the Final Global Competitiveness 
report issued by the WEF 2000-01 emphasis has been placed on an important theme 
confronting many nations. According to this report countries face very different 
challenges and priorities as they move from resource based to knowledge based 
economies. As an economy develops so do its structural bases of global competitiveness. 
At low levels of development, economic growth is determined primarily by the 
mobilization of primary factors of production : land, primary commodities and unskilled 
labour. As economies move from low to middle income status global competitiveness 
becomes income driven, as economic growth is increasingly achieved by harnessing 
global technologies to local production. Further foreign direct investment (FDI), joint 
ventures and outsourcing help to integrate the national economy into international 
production systems thereby facilitating the improvement of technologies and the inflows 
of foreign capital and technology that support economic growth. 
2.5.7. Sachs (2001)has given details how the WEF and the HCID have calculated the 
rankings for 75 countries while preparing the Global Competitiveness Report 2001. 
2.5.8. He has mentioned that for the purposes of this report competitiveness has been 
defined as a country's capacity to achieve sustained economic growth in the medium 
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term. i.e. five years time. According to him since countries compete for internationally 
mobile capital the more one country reaps in FDI the less investment another country can 
attract (in the context of Indian states since the amount of FDI into India is a limited 
amount this means that the more one state/ group of states reap in FDI the less investment 
another state/ group of states can attract). 
2.5.9. For the 2001 rankings the HCID has determined a country's competitiveness (i.e. 
its capacity to grow) according to three broad criteria, viz. 
(a) Technology; 
(b) Public Institutions; and 
(c) macroeconomic stability. 
2.5.10. Indices were created in each of these three broad categories and then averaged in 
a specific maimer to create an overall Growth Competitiveness Index (GCI). 
2.5.11. According to Sachs(2001) technology refers to the ability of the country to spur 
new inventions and to adopt technologies in other countries. These are the innovators. 
2.5.12. Public institutions refer to the quality of governance, i.e. is there widespread 
corruption (in the case of Indian states the perception of corruption is more in some states 
than in others), are courts honest and impartial in their judgements, can governments be 
trusted to follow through on their commitments. According to him countries with well 
functioning public institutions achieve higher rates of economic growth than do countries 
plagued by corruption and rotten judges. High ethical standards prom.ote better economic 
performance. 
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2.5.13. Macroeconomic stability refers to the absence of inflation, a balanced budget, a 
realistic value for the exchange rate, the ability of businesses and Governments to obtain 
market loans and high confidence that government financial obligations will be honoured. 
2.5.14. HCID while evaluating the GCI has divided the world economy into two groups 
of countries, viz. the innovators which have a university system which is excellent, 
government laboratories are world class and government and industry invest heavily in 
research and development. According to this a key determinant for future growth is the 
proportion of students that go on to higher education after high school graduation. 
2.5.15 The International Institute of Management Development (IMD) (2001) uses the 
following input factors for determining the competitiveness of countries while framing 
their World Competitiveness Yearbook (WCY) (2001) every year. 
Exhibit 2.0 
INPUT FACTORS FOR DETERMINING THE COMPETITIVENESS OF COUNTRIES 
S.No Group of input factors No. of criteria Description of tlie criteria 
1. Economic Performance 68 Macro-economic evaluation of the domestic economy. 
2. Government Efficiency 84 Extent to which government policies are conducive to 
competitiveness. 
3. Business Efficiency 60 Extent to which enterprises are performing in an 
innovative, profitable and responsible manner. 
4. Infrastructure 74 Extent to which basic, technological, scientific and 
human resources meet the needs of business. 
Source : The International Institute of Management Development (IMD) (2001), World Competitiveness 
Yearbook 
2.5.16. The IMD then computes competitiveness rankings after computing the 
standardized (STD) value for each country for all the criteria using the data available for 
all of the countries. Thereafter ranking is done on the basis of the 224 criteria that are 
used, 118 Hard and 106 Survey data (according to them in most cases, a higher value is 
better, e.g., the GDP; therefore, the country with the highest standardized value is ranked 
first while the one with the lowest is last. However, with some criteria, the lowest value is 
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the most competitive, which is the case for consumer price inflation. In these cases, a 
reverse ranking is used: the country with the highest standardized value is ranked last, 
and the one with the lowest standardized value is ranked first). 
2.5.17. The IMD uses the scores to compute the Overall Scoreboard, and the Input 
Factor, Sub-Factor and Location Attractiveness rankings. 
2.5.18. For 2001 the IMD WCY ranks and analyzes the ability of nations to provide an 
environment in which enterprises can compete (called the "competitiveness of 
enterprises")and a national envirormient which covers the four groups of input factors 
mentioned in paragraph 2.5.5. According to IMD criteria can be hard data, which analyse 
competitiveness as it can be measured (e.g. GDP) or soft data, which analyse 
competitiveness as it can be perceived (e.g. Availability of competent managers). In 
addition, some criteria are for background information only, which means that they are 
not used in calculating the overall competitiveness ranking (e.g. Population under 15). 
Giving the same weight to each of the sub factors the overall ranking is calculated. 
2.5.19. In the United Kingdom also on behalf of the Government Brown (2001) has 
devised a UK Competitiveness Index . This index was developed with government 
backing through the Economic and Social Research Council by Robert Huggins, a former 
regional policy academic. It measures factors including gross domestic product, 
productivity, economic activity and the spread of knowledge-based industries. 
2.5.20 Gopinath (2002) has mentioned the criteria used by the Beacon Hill Institute (an 
affiliate of the Suffolk University, Boston, Massachusetts, U.S.A.). According to him the 
report views competitiveness in terms of the policies and conditions that sustain a high 
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level of per capita income and its continued growth. To do this the state must be able to 
attract and sustain businesses. The Beacon Hill study looked at nine broad categories of 
the business envirormient in a state. These were; 
(1) Government and fiscal policy (i.e. tax rates and the financial discipline of the state); 
(2) Institutions and security (i.e. regulatory burden, a legal system sympathetic to 
business and crime rates); 
(3) Infrastructure (i.e. ease of commuting, housing costs, etc.); 
(4) Human resources (i.e. availability and costs of a skilled labour force, commitment to 
education and training); 
(5) Technology (i.e. research funding, proportion of technically qualified in the labour 
force); 
(6) Finance (i.e. mobilizing investment); 
(7) Openness (i.e. how connected the firms in the state are with the rest of the world); 
(8) Domestic competition (i.e. business formation and exit rates); and 
(9) Environmental policy (i.e. nature of environmental problems and the extent of 
regulation). 
2.5.21 To measure these nine groups, 38 objective indicators were identified. The 'state's 
competitiveness index' was then calculated. A secondary index called'the 'state's 
competitiveness opinion index' was also calculated based on a survey of opinion leaders 
in the eight states forming part of the survey. However, here also there were major 
differences with regard to the position of an individual state, e.g. on the 'state's 
competitiveness index', even though it was based on objective indicators Massachusetts 
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was ranked second. However, on the 'state's competitiveness opinion index' 
Massachusetts was ranked seventh out of eight states. Even in some of the indicators 
where it was weak such as infrastructure the opinion was that it was good. 
2.5.22 However, he is of the view that while it is interesting to look at state ranks in 
relation to each other, still it is not one major dam or steel mill that gives the competitive 
advantage to the state. It is the hundreds of little things that a state needs to do to remain 
competitive which determine its relative position vis-a-vis others. This is one of the 
reasons why it may not be possible to quantitatively determine the exact competitiveness 
of a state in the case off Indian states. Still this researcher will at least try to qualitatively 
arrive at a picture of the areas/ states with greater competitiveness vis-a-vis other Indian 
regions/ states. 
2.6.0 Nair, Anil Kumar and Surmy(1994) have as part of the data bank for the Research 
Division of the National Productivity Council (NPC) compiled a Competitiveness 
Ranking of Indian States. In their earlier studies (Productivity 33(2) and 33(3)) they had 
reported the ranking of Indian states in terms of Human Development Index (HDI) and 
Infra- structure Development Index (IDI). In the present study, they combine all the 
variables included in the HDI and IDI along with some other crucial state variables for 
arriving at a more comprehensive State level Competitiveness Index (SCI). They have 
used this to rank 15 major states in India. 
2.6.1 According to them some of the crucial variables relevant at the international level 
become irrelevant at the national level bec&use the states in India (and according to this 
researcher in other large federal countries also) are not separate entities on their own but 
70 
only an integral part of the whole nation. They have identified eleven variables for 
estimating the overall competitiveness of each of the states. These variables are: 
1. Transport infrastructure (Road, Rail and waterways); 
2. Telephone availability; 
3. Installed electricity generation capacity; 
4. Distribution of commercial banks; 
5. Life expectancy; 
6. Literacy rate; 
7. Population below poverty line; 
8. Size of the market (consumption + savings); 
9. Labour climate (mandays lost); 
10. Political stability; and 
11. Taxes levied by the state governments. 
2.6.2 Among these 11 variables the last three and No. 7 contribute in a negative maimer 
to the overall competitiveness of the state. 
2.7.0 Computing Relative Standings in each Component of competitiveness 
2.7.1 .Jenster and Rubin (1999) have given examples of Competitive category variables 
in the Appendix to this Chapter that are being reproduced in Illustration 2.1. 
Exhibit 2.1 
COMPETITIVE CATEGORY VARIABLES 
Variable 
No. Weight Variable name and description 
Category: Technology 
5.12 
5.32 
-2 
2 
Energy consumption- Kilojoules per constant US$ of GDP, 1988 
*Telecomniunications infrastructure- Extent to which 
telecommunications meet the requirements of companies competing 
internationally; 0= inadequate, 100= adequate. 
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6.37 
7.15 
8.30 
2 
2 
2 
*Information Technology- Extent to which computer based mformation 
Technology is effectively used; 0= insufficiently, 100= sufficiently. 
Growth of R&D personnel nationwide. Annual compound percentage 
rate, 1983-88. 
*Quantity of skilled labour. 0= not available, 100= readily available. 
* denotes a survey question. 
Source: from the World Competitiveness Report (published every year by the International Institute of 
Management Development, Lausanne, Switzerland (IMD) 
2.7.2 They have shown Competitive category calculations in Table 9.3 
of the Chapter that are being reproduced in Exhibit 2.2. 
Exhibit 2.2 
COMPETITIVE CATEGORY CALCULATIONS 
No. 
5.12 
5.17 
5.18 
variabl 
e 
Weight 
-2 
4 
1 
Variable 
number 
5.12 
5.17 
5.18 
Weighted ave. 
Definition 
Kilojoules commercial energy per 
USSofGDP, 1988 
Per capita trade balance in non-
energy raw materials, US$, 1988 
* Adequacy of domestic natural 
resources; 0= low, 100= high 
Transformed data 
Country 
A 
1.32 
-0.18 
0.53 
-0.94 
Country 
B 
-1.10 
1.30 
-1.40 
2.00 
Country 
C 
-0.22 
-1.12 
0.87 
-1.06 
Raw data 
Country 
A 
5641 
2.8 
81.87 
B 
4130 
13.8 
74.96 
C 
4680 
-4.2 
83.12 
Avg. 
4817 
4.13 
79.9 
Std. 
dev. 
624 
7.41 
83.59 
* denotes a survey question. Source: from the World Competitiveness Report (published every year by the 
International Institute of Management Development, Lausanne, Switzerland (IMD) 
2.7.3 According to them raw data is transformed to comparable data by subtracting the 
sample mean and dividing the resulting quantity by the sample standard deviation. This 
transformation gives the number of standard deviations a nations score is above or below 
the sample mean, providing a consistent and unit less method of comparison across 
nations. 
2.7.4 Prof. Per Jenster in his E-mail of February 14,2001 to this researcher has stated that 
the critical issue is the weighting of the variables, and for this the methodology used was 
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simple, robust, yet not very sophisticated. They gave a rating from 1 to 3 of the 
strategically importance of each variable related to national competitiveness. 
2.8.0 The United Nations Development Programme (UNDP)(2001) have compiled a 
Human Development Index(HDI), which is a summary measure of human development 
for comparing countries. It measures the average achievements in a country in three basic 
dimensions of human development viz. 
« A long and healthy life, as measured by life expectancy at birth. 
• Knowledge, as measured by the adult literacy rate (with a weight of two-thirds) 
and the combined primary, secondary and tertiary gross enrollment ratio (with one-third 
weight). 
• A decent standard of living, as measured by the GDP per capita (in US$ at 
purchasing power parity). 
2.8.1 Before the HDI can itself be calculated, an index needs to be created for each of 
these dimensions specifying the minimum and maximum values (goalposts) for each of 
these indicators. The performance in each indicator is expressed as a vailue between 0 and 
1 by applying the following general formula : 
actual value - minimum value 
Dimension index= 
maximum value - minimum value 
2.8.2 The HDI is then calculated as a simple average of the dimension indices. 
2.8.3 . The NPC study mentioned in paragraph 2.6.0 has in its methodology of 
computation defined the measure of deprivation that a state suffers in the'case of each of 
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the eleven variables. Maximum and minimum values are determined for each of the 
positive first six variables, given the actual values. The deprivation measure then places a 
state in the range of zero to one as defined by the difference between the maximum and 
the minimum. Thus lij is the deprivation indicator for the jth state with respect to the ith 
variable and it is measured as : 
[-Max Xij - Xij-^  
[Max Xij - Min Xij-] 
L j j J 
2.8.4 For the four negative variables (viz. Nos. 7, 9,10 and 11) adjustments have been 
made to capture the reverse impact of these variables on the state's competitive potential. 
pXij - Min Xij -| 
Iij= i J i 
pMax Xij-MinXij-| 
2.8.5 The second step they have taken is to define an average deprivation indicator (Ij). 
This is done by taking a simple average of the eleven indicators. 11 
Ij = E lij 
j=l 
2.8.6 The third step they have taken is to measure the SCI as one minus the average 
deprivation index. 
SCI = [l-Ij]xlOO 
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2.8.7 The NPC mode of compilation of the competitiveness index is similar to the UNDP 
method for calculating the HDL The results are given in Exhibit 2.3(a), (b) and (c). 
Exhibit 2.3(a) 
STATEWISE PHYSICAL INFRASTRUCTURE INDICATORS 
s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Name of the state 
Punjab 
Kerala 
Haryana 
Gujarat 
Kamataka 
Tamil Nadu 
Maharashtra 
Andhra Pradesh 
Orissa 
Assam 
Rajasthan 
Madhya Pradesh 
West Bengal 
Uttar Pradesh 
Bihar 
Transport 
infrastructure 
1. 
296 
393 
203 
208 
318 
304 
301 
257 
473 
322 
257 
232 
114 
156 
127 
Physical infras 
Telephones 2. 
31.20 
11.90 
26.90 
30.30 
17.20 
17.70 
15.40 
14.00 
17.90 
20.50 
16.90 
12.50 
8.10 
13.00 
9.70 
;tructure indicatoi 
Electricity 3. 
17.23 
5.07 
10.80 
11.80 
6.80 
7.70 
11.50 
6.40 
5.50 
2.40 
3.90 
5.30 
4.90 
3.60 
1.80 
•s 
Commercial 
banks 4. 
10.59 
9.75 
7.73 
8.17 
9.52 
7.58 
6.97 
6.91 
6.59 
5.42 
6.94 
6.54 
6.16 
6.07 
5.61 
1. Road+rail+waterways per lakh of population (kms.) (1990-91). 
2. Per 1000 population (nos.) (1990-91). 
3. Installed generation capacity (public utilities) per lakh of population (1992-93) (MW). 
4. Per lakh of population (Nos.) (1990-91). 
Source: National Productivity Council, New Delhi, India. 
Exhibit 2.3(b) 
STATEWISE HUMAN, SOCIAL DEVELOPMENT AND OTHER INDICATORS 
s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Name of the state 
Punjab 
Kerala 
Haryana 
Gujarat 
Kamataka 
Tamil Nadu 
Maharashtra 
Andhra Pradesh 
Orissa 
Assam 
Rajasthan 
Madhya Pradesh 
West Bengal 
Uttar Pradesh 
Bihar 
Human and Social Development 
indicators 
Life expec. 5. 
65.45 
68.67 
62.69 
59.91 
62.75 
60.82 
62.40 
60.66 
56.14 
55.48 
58.24 
55.47 
59.79 
51.89 
57.60 
Literacy rate6. 
57.14 
90.59 
55.33 
60.91 
55.98 
63.72 
63.05 
45.11 
48.55 
53.42 
38.81 
43.45 
57.72 
41.71 
38.54 
Other indicators 
BPL pop.% 7. Mkt. 
14.30 
28.50 
17.30 
22.00 
39.50 
40.70 
35.80 
26.10 
57.90 
29.60 
32.00 
46.20 
33.50 
47.60 
53.00 
indicators. 
6361 
3995 
4204 
4081 
3273 
3444 
4885 . 
3098 
2163 
2642 
2938 
2610 
3782 
2832 
2377 
5. Life expectancy (1990-91) (Years). 
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6. Literacy rate (%) (1990-91). 
7. Population below poverty line (BPL) (%) (1991). 
8. Market indicator (per capita consumption + deposits (Rs.) (1988). 
Source: National Productivity Council, New Delhi, India. 
Exhibit 2.3(c) 
STATEWISE OTHER INDICATORS 
s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Name of the state 
Punjab 
Kerala 
Haryana 
Gujarat 
Kamataka 
Tamil Nadu 
Maharashtra 
Andhra Pradesh 
Orissa 
Assam 
Rajasthan 
Madhya Pradesh 
West Bengal 
Uttar Pradesh 
Bihar 
Labour dim. 9. 
0.29 
0.48 
0.68 
0.34 
0.13 
1.09 
1.36 
0.19 
,0.17 
0.53 
1.75 
0.13 
2.58 
0.73 
0.22 
Other indicators 
Pol. stab. 10. 
16 
16 
13 
18 
13 
12 
13 
14 
13 
13 
13 
16 
10 
19 
30 
Taxes 11. 
203 
212 
164 
373 
359 
468 
775 
405 
93 
63 
192 
273 
326 
456 
169 
SCI 
82.80 
67.71 
63.25 
60.63 
56.19 
49.10 
48.77 
46.69 
46.61 
46.41 
39.80 
36.80 
34.18 
25.27 
22.36 
9. Labour climate (Mandays lost to total mandays) (%) (1990). 
10. Polidcal stabiIity(Govemments during last 30 years) (Nos.). 
11. Taxes levied by State Government (Per capita) average for 1989-1992) (Rs.). 
12. State Competitiveness Index (SCI). 
Source: National Productivity Council, New Delhi, India. 
2.9.0 Out of the above options/ factors used which are proposed to be used for 
determining the relative competitiveness/ competitive advantage of Indian states. 
2.9.1. Indian states can be grouped into the following three groups of states as they go up 
the stages of development. 
2.9.2. The first set of states is that which is at a lower levels of development, where the 
rate of economic growth/ competitiveness is determined primarily by the mobilization of 
primary factors of production viz. land, primary commodities and unskilled labour and 
where there is little FDI. These are the BOMARU states (as defined by P.R. 
Brahmananda explained later in Chapter 5 of this dissertation) in the North and Central 
India and the states in the North East. 
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2.9.3 The second set of states is that which is at a middle level of development, wher,e the 
rate of economic growth/ competitiveness is income driven and where there is greater 
FDI. These are the states of Haryana and Punjab. 
2.9.4 The third set of states is that which are at a comparatively high level of 
development, where the rate of economic growth/ competitiveness is determined by the 
improved manufacturing technologies and the inflows of foreign capital and technology 
that support high competitiveness and economic growth. These are the states in the south 
and west of the country close to the coast of India. 
2.9.5 Many of the factors used by the WEF, IMD, HCID and the Beacon Hill reports are 
not likely to result in a meaningful comparison of the competitive advantage of Indian 
states because many of the factors are determined by the Central Government for the 
whole country and the states have no control over them. e.g. the legal framework for 
Information and Communication Technology (ICT) development; laws relating to ICT 
use; patent and competition laws, availability of telephone lines; control of international 
distribution; quality of scientific research institutions; brain drain; intellectual property 
protection; financial market sophistication; venture capital availability; permits to export; 
distribution of cellular telephones; real exchange rate; recession expectations; access to 
credit; inflation; Hidden trade barriers; exchange rate and exports; corporate income tax 
rate; expected exchange rate volatility; exchange rate premium, etc. 
2.9.6. Others cannot be measured or accurate data is not available state Wise and therefore 
cannot be used to quantitatively measure the comparative ^cpnipetitiveness of slates 
within India. 's: i^' t ^ ^ T ^ 
i% 
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Chapter-3 
Research Methodology 
3.0.0 Review of Literature 
3.1.0 Clark (1961) is of the view that the number of countries, their export capacity and 
relative power, the ways they compete and the rate of growth of imports have to be 
considered for deciding on its attractiveness. Depending on the prospects of the industry 
in the importing countries and its growth / profit potential an industry may be attractive to 
a country and it may be that only a few firms are likely to initiate fresh strategic moves 
and this may not even be often. 
3.1.1 Porter (1980) has examined the competitive strategy for industries, the general 
analytical techniques, the competitive strategy to be adopted in fragmented industries, in 
emerging industries, in mature industries, in declining industries and in global industries. 
He has also discussed the portfolio techniques in competitor analysis and how to conduct 
an industry analysis. 
3.1.2 Thompson (1980) has concluded that each rival tries to formulate a winning 
strategy, i.e. one that will gain it some sort of attractive competitive edge over its rivals 
and that this determines the nature and structure of the industry i.e. the number of firms, 
their sizes and relative power, the rate of grov^h of the industry and the ways they 
compete. He is of the view that sustaining competitive advantage rather than creating it 
initially for a short period and then loosing it is the real challenge. 
3.1.3 Tyler (1981) has done a study on the Brazilian Industrial Economy. 
3.1.4 Porter (1983) has analysed various cases in competitive advantage in detail. 
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3.1.5 Baker (1984) has discussed the colonial trade of the Madras presidency along with 
the country-wise distribution (with 18 countries) of foreign trade of the Madras 
Presidency from 1886-7 to 1955-6 every 5 years. 
3.1.6 The World Bank has done a series of studies on China from 1984 onwards 
including China-Socialist Economic Development, China-Foreign Trade Reform(l994), 
China Engaged(l99S) , etc. and on Brazil including Brazil- Industrial Policies and 
Manufactured Exports{\9^3), Brazil: an agenda for stabilization (1994) and on India, 
including India Macroeconomic update{l998) and on the development and 
diversification in their exports. 
3.1.7 Porter(1985) discusses how superior performance is created and sustained and 
competitive advantage gained and maintained by firms. 
3.1.8 Chakravarty (1987) has discussed the foreign trade, performance and prospects 
and made a comparison between the economic performance of Korea vis-a-vis India. 
3.1.9 Agarwal (1988) has analysed India's export performance in the above period by 
decomposing changes in India's share of world exports into the competitive and market 
growth effects. He finds that the decline in India's share of World exports of all 
commodities, agricultural goods, non-oil raw materials and manufactures was due to lack 
of competitiveness. He also emphasizes the role of the automobile industry as an engine 
of growth for the national economy from the point of view of employment generation, 
revenue to the government, national defence and industrialisation. He has also analysed 
the reasons for the sickness and stagnancy of the industry. 
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3.1.10 Kumar (1988) and Momaya (forthcoming book) have analysed various industries 
where India has comparative/ competitive advantage but nothing on the competitive 
advantage of Indian states. 
3.1.11 Anderson (1990) has done a study on changing comparative advantages in China -
effects on food, feed and fibre markets. 
3.1.12. Blackwell (1990) has discussed India's economic environment, the structure and 
performance of the Indian manufacturing sector, industry branch profiles, resources for 
industrial development, etc. 
3.1.13 McNamee(1990) has included an introduction on competitive advantage and the 
development of strategic planning, a part on landmark techniques in the form of a series 
questions and answers followed by a part on case histories in various areas of business as 
part of the series on the best of long range planning. 
3.1.14 Porter (1990) has investigated why nations gain competitive advantage in 
particular industries and the implications for firm strategy and for national economies. As 
part of this he conducted a four year study often important trading nations viz. the United 
States, Japan, Germany, Denmark, Italy, Korea, Singapore, Sweden, Switzerland and the 
United Kingdom which together accounted for around 50 percent of the total world 
exports in 1985. He focussed on the process of gaining and sustaining competitive 
advantage in relatively sophisticated industries and industry segments, holding the key to 
high and rising productivity in a nation. 
3.1.15 In addition to Porter's individual works on Competitiveness there are his joint 
works with Crocombe and Enright ("Upgrading New Zealand's Competitive 
Advantage'X\99iy), with Solvell and Zander (on Sweden( 1991)), with Schultz(on 
Denmark(1991)), with Bomer, Weder and Enright(on Switzerland(1991))), on the state of 
Massachusetts in the U.S.A.(1991), on Germany and Korea(1992), with Monitor 
Company(on Canada(1992)), with Euskadi(1992) and on Norway(1993), on 
Portugal(1994)), with Armstrong (on Canada (August and September 1997)) and with 
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Sakakibara(which has analysed the competitiveness/ competitive advantage of countries, 
with the focus on Japan/ Japanese industry(1997)). 
3.1.16 Ahluwalia (1991) has made an international comparison of trends in productivity 
and total factor productivity growth. 
3.1.17 Singh and Khan (1991) have discussed the performance of the India automobile 
industry in terms of production and sales. 
3.1.18 Aksoy and Tang (1992) have discussed India's policy change from regulation to 
liberalisation, its effects on exports, imports and manufacturing output, the behaviour of 
relative prices, the trend growth rates, the investment growth rates, the capital-output 
ratios in registered manufacturing and the structure of Indian trade. 
3.1.19 Mathur, (1992) in Sharp and Dawes (ed.) (1996) have given a critique of Porter's 
competitive strategy typology. 
3.1.20. Easton, Burrel, Rothschild and Shearman-Blackwell(1993) have discussed the 
competitiveness and regeneration of British industry. 
3.1.21 Chatterji and Mohan (1993) have made a study of Indian Garment Export an area 
in which India enjoys competitive advantage over developing countries. 
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3.1.22 Nair, Anil Kumar and Sunny (1994 and earlier issues) of the research Division of 
the National Productivity Council (NPC) have provided a comparative picture of the 
competitiveness of Indian states based on 12 indicators/ parameters (four indicators of 
physical infrastructure, two indicators of human and social development and six other 
indicators). 
3.1.23. Williamson and Hu (1994) have discussed securing competitive advantage for the 
future. 
3.1.24. Chugan (1995) in his study reveals that success and competitiveness depend upon 
several other factors and the latest generation's capital equipment and technology are not 
optimal for Indian conditions. 
3.1.25 Bhalla (1995) has analysed the alternative development strategies adopted by India 
and China their uneven development, etc. 
3.1.26 Bhat and Sethuraman (1995) have examined the effects of technology transfer on 
export performance of automobile firms. Their paper also explains the determinant of 
export performance of automobile firms. 
3.1.27 Gokhale and Katti (1995) give an overview of Indian textiles. 
3.1.28 Taneja and Sharma (1995) have analysed the world market in handicrafts an 
industry where India has a competitive advantage. 
3.1.29 The Centre for the Monitoring of the Indian Economy (CMIE) (1996 and later 
issues) publishes regular reports giving the basic statistics of the Indian economy and a 
comparison with other economies. 
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3.1.30 Currie (1996) gives the annual growth rates of major sectors of Indian industry, its 
foreign trade, etc. 
3.1.31 Dunning and Narula (1996) have discussed the case of Mexico-foreign investment 
as a source of competitiveness, India's industrialization, liberalization and inward and 
outward foreign direct investment and China-rapid changes in the investment 
development path. 
3.1.32. Kathuria (1996) gives an overview of the world auto industry; and the Indian 
commercial vehicle industry, competitiveness in the domestic market, the position of 
Indian firms in the international market. 
3.1.33 The database and the Production year book (1997) of the National Horticulture 
Board, Government of India, the website of the Ministry of Agriculture, Goverrmient of 
India, Krishi Bhawan, New Delhi and the website of the Agricultural Produce Export 
Development Authority (APEDA), Government of India, Bhikaji Cama Place, New Delhi 
give a picture of the state wise production of fruits, vegetables and agricultural 
commodities and overall Indian exports from which this researcher has attempted to draw 
conclusions with regard to agricultural exports and competitiveness of states in this 
sector. 
3.1.34 The Profile of States published by the Centre for the Monitoring of the Indian 
Economy (CMIE) (March 1997) gives a comparative picture of the states in terms of 
industrial development, infrastructure, etc. 
3.1.35 Christensen (1997) provides a summary historical perspective on how the theory 
of competitive advantage evolved amongst firms. He also shows that many of, what 
84 
historically have been, the most valued sources of competitive advantage viz. resources, 
assets and market positions - have proven to be transitory, rather than sustainable. 
3.1.36 The United Nations Fund for Population Activities (UNFPA) (1997) has published 
a book on towards population and development goals which also gives a measure of the 
state wise HDL . 
3.1.37 Abdul Kalam and Rajan (1998) have also examined the sectors where India has 
and is likely to gain competitive advantage. 
3.1.38. The All hidia Management Association (AIMA) (1998) organized a seminar on " 
Building national competitiveness -options for India''. 
3.1.39. Gulate (1998) gives details of the software industry in which India enjoys 
competitive advantage. It gives the production, exports and type of service of the 
industry. 
3.1.40 Kavlekar (1998) has done an industry analysis of the textile industry in which 
India has competitive advantage giving details of direction of exports, count wise exports 
of yam trend cotton yam prices and key fmancials of select companies.. 
3.1.41 Krishnamurthy (1998) analyses the Information Technology training industry 
where India has a competitive advantage. He has also given a portfolio perspective of 
selected companies. 
3.1.42 Porter (1998) is of the view that competitiveness is primarily a private sector 
phenomenon, but the government and chance do have a clear and cracial role to play as 
additions to the four key components of the Diamond. 
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3.1.43 The Business Intelligence Unit, Chennai (1999) has conducted a study on the role 
of the state governments in the total investment made in a state. 
3.1.44 According to Emmerij (1999) the origin of the verb 'to compete' is 'cum petere', 
which means searching together. Which is a far cry from what it has become in the era of 
globalisation. In fact it has become an arm to wipe out one's adversary (competitor). This 
is further aggravated with the development of indexes to measui'e competitiveness(such 
as the ones developed and published every year by the World Economic Forum (WEF) 
and the International Institute of Management Development (IMD) of countries) due to 
which the countries concerned are under ever increasing pressure to improve their 
performance. 
3.1.45 Jenster and Rubui (1999) have given details of how to compute the relative 
standings in each component of competitiveness by transforming the raw data for each 
country to comparable data by subtracting the sample mean and dividing the resulting 
quantity by the sample standard deviation. 
3.1.46.The Maharashtra Economic Development Council (MEDC) (1999) has also held a 
national conference on the Indian Economy: Challenges of the 21st Century which 
included a paper on the sectors where India has competitive advantage. 
3.1.47 The Handbook of Statistics of the Resei-ve Bank of India (RBI) (1999) and 
subsequent issues provide a comparative picture of the constituent states of India and an 
overall average picture of India. This provides information on growth rates of states 
based on the erstwhile series of State domestic Products (SDPs) which were in use till the 
financial year 1993-94 in most of the states. 
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3.1.48 Using the comparative figures given in the RBFs ''Handbook of Statistics, 1999'" 
Bralimananda (2000) has analysed the performance of major states in heirarchical order, 
vis-a-vis the overall growth rate in the 1990s. He has estimated the growth rates of states 
through a log linear approach deeming growth to be a continuous process. 
3.1.49 Sachs and Bajpai (1999) have done comparative studies of the Comparative 
Advantage of India vis-a-vis China. 
3.1.50. Macmillan and Tampoe (2000) have taken into account other factors enumerated 
by Grove (1996) and added several factors such as lobby groups, complementors and 
fashion and fickleness to those given by Porter. 
3.1.51 The Confederation of Indian Industry (CII) and the Yashwantrao Chavan 
Pratishthan (2000) have published Four decades of Maharashtra- a profile, i.e. 
Maharashtra at a glance which gives a comparative picture of the state of Maharashtra 
with other states in terms of total and per capita income. 
3.1.52 The Rajiv Gandhi Institute of Contemporary Studies, New Delhi has done a study 
for the Confederation of Indian Industry on how the states are doing (September 2000). 
This gives a comparative picture on the general achievement of states (which includes the 
per Capita state SGDP, Fiscal Deficit / SGDP (in Rs. Crores), annual average growth of ^ 
GSDP (percentage) m the 1990s), the investment climate, the efficiency of infrastructure 
penetration, the finances, the labour situation, social sector indicators, the environment, 
the law, order and justice situation, affluence, mass media penetration, etc. 
3.1.52 Brown (2001) has written about the devising of a Competitiveness Index for the 
United Kingdom developed with government backing through the Economic and Social 
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Research Council by Robert Huggins, a former regional policy academic. It measures 
factors including gross domestic product, productivity, economic activity and the spread 
of knowledge-based industries. This shows the growing north-south gap in 
competitiveness within the country. 
3.1.53 The census figures viz. the Census of India 1991, Series-1, India, Paper-2 1992 
and for the census of 2001 the preliminary census figures: Census of India 2001 issued 
by Registrar General and Census Commissioner, Government of India, New Delhi give a 
comparative state wise position of the growth in population, literacy, etc. over the 
previous decade. 
3.1.54 The IMD (2001) uses economic performance, government efficiency, business 
efficiency and infrastructure as the input factors for determining the competitiveness of 
countries while framing their World Competitiveness Yearbook (WCY) (2001) every 
year. 
3.1.55 The per capita central investment in each state plan (which has a bearing on total 
investment and hence enhancing the competitive advantage of a state) was given in reply 
to Lok Sabha Unstarred Question No. 1448 (Ministry of Planning & Programme 
Implementation, Government of India) (as reported in The Hindu Business Line of March 
15,2001). 
3.1.56 Sachs (7 November 2001) has given details of how the WEF and the Harvard 
Centre for International Development (HCID) have calculated the rankings for 75 
countries while preparing the Global Competitiveness Report 2001. Competitiveness has 
been defined as a country's capacity to achieve sustained economic growth in the 
medium term. i.e. five years time. Since countries compete for internationally mobile 
capital the more one country reaps in foreign direct investment (FDI) the less investment 
another country can attract (this is important in the context of Indian states since the 
amount of FDI into India is limited i.e. the more one state/ group of states reap in FDI the 
less FDI another state/ group of states can attract). 
3.1.57 For the 2001 rankings the HCID has determined a country's competitiveness (i.e. 
its capacity to grow) according to three broad criteria, viz. Technology, Public 
Institutions, and macroeconomic stability. 
3.1.58 Saeki (2001), says that the Global Competitiveness Report is correct to focus on 
the openness of the economy as it is an important criterion for determining 
competitiveness and economic development. However, he questions the rankings and 
comparisons between large and small countries and says that there is a tremendous 
imbalance between regions as far as large economies are concerned and factors vital to 
small countries may be insignificant to large countries. This is important in the Indian 
context where there is tremendous imbalance between states in the south and west and 
those in the north and east (and even regions within large states). 
3.1.59 The WEF and the HCID (2001) have compiled the National Competitiveness 
balance sheet (2001) under which three major groups of criteria have been used for 
judging the competitiveness of the USA and other countries. 
3.1.60 These criteria are growth competitiveness, current competitiveness and economic 
creativity. The first measures the factors that contribute to the future growth of an 
economy. They explain why one country is growing faster than others. The second 
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identifies factors that underpin high current productivity (and hence cun-ent economic 
performance) measured by the gross domestic product (GDP) per person. The third index 
on which their report focuses and which is critical is - economic creativity - where an 
important factor is opermess of the economy. 
3.1.61 Yip (2001) has defined the different types of international competition viz. multi-
country competition and global competition, when these work best, their drawbacks and 
the industries which typically represent the type of competition. He has also discussed the 
linkage between global strategy and competitive advantage. 
3.1.62 Gopinath (2002) is of the view that the competitiveness of a state is contingent on 
the competitiveness of the institutions and people that occupy it, that the notion of 
competitiveness of a state needs to be carried through to the micro foundations of 
competitiveness i.e. the individuals and institutions in that state. He has given details of 
the criteria used by the Beacon Hill Institute. 
3.1.63. Goswami, Arun, GantakoUa, More and Mookherjee of the CII and Dollar, 
Mengistae, Hallward-Driemier and larossi of the World Bank (January 2002) have 
conducted a study on the best states to invest in, which has a bearing on their competitive 
advantage. 
3.1.64 The United Nations University (UNU) and the World Institute of Development 
Economic Research (WIDER) associated with it have noted that many developing and 
transition countries have considerable regional variation in average household income, 
poverty, health and educational status. National human development indicators (which 
represent averages) can therefore mislead policy-makers when large regional disparities 
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exist. Therefore they had chosen Regional Disparities in Human Development as one of 
the areas for giving priority in research for the year 2002-03. 
3.1.65. The website of the India Investment Centre, the personal communication dated 
19"" March 2001 from Shri S.K. Mitra, Senior Adviser, India Investment Centre the 
Secretariat for Industrial Approvals, the study (July 2000)by the Punjab, Haryana and 
Delhi Chamber of Commerce and Industry International Affairs Division.on foreign 
direct investment(FDI) in India: impact of liberalization, Majumdar's article (22"'' 
December 2000) and other tables published from time to time in the Business line and 
Indian Express, Mumbai (August 23, 2003) all describe the state wise FDI over the 
period after the liberalization of the Indian economy from 1991 and the state wise FDI in 
the last three years. 
3.1.66. The Economic Surveys of Maharashtra 2002-03 and earlier issues published by 
the MEDC gives details of the salient features of the economy of Maharashtra and the 
statistical tables give a comparative state wise picture of various parameters. 
3.1.67 Datt and Ravallion (2002) have analysed the trend rates of poverty reduction by 
states and observed that the trend rates of poverty reduction have varied greatly across 
states. With Kerala having the highest rate of poverty reduction(both in numbers and in 
percentage points per year) and Assam the lowest, with Bihar and Jammu & Kashmir 
close behind. Kerala's performance relative to Bihar is notable. Around 1960, Kerala had 
one of the highest poverty rates, along with Bihar. By the mid-1990s, Kerala's poverty 
rate was almost half that of Bihar. 
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3.1.68 The National Council of Applied Economic Research, New Delhi has pubUshed 
the India Human Development Report (2000), the South India Human Development 
Report (2001) and the West India Human Development Report (2002). The Planning 
Commission, Government of India has published the National Human Development 
Report (March 2002). These give a comparative state wise picture of various parameters 
including the HDL 
3.1.69 The planning Department of the Government of Maharashtra has published the 
Maharashtra Human Development Report (2002) and has commissioned the Indira 
Gandhi Institute of Development Research to prepare the Maharashtra Human 
Development Report (2003). 
3.1.70 The Economic surveys published every year by the Government of India, Ministry 
of Finance give detailed statistics on exports and imports commodity-wise (both in 
quantity and value), the index numbers for the unit value of exports and imports, the 
volume indices of exports and imports and the gross, net and income terms of trade but 
notmuchof analysis or state wise data. . 
3.1.71 The Directorate General of Commercial Intelligence and Statistics, Calcutta 
(DGCI&S) regularly publishes detailed monthly statistics on exports, imports, etc. for the 
whole of India but not as yet state wise statistics (they have started the collection of 
export statistics state wise from 2002 but the final picture is still not public). 
3.1.72 The reports appearing from time to time in the Economic and Political 
Weekly(EPW), Business Today(BT) and the Centre for the Monitoring of the Indian 
Economy (CMIE) and studies by the Reserve Bank of India (RBI), the World Bank and 
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other institutions do give some comparative statistics on Indian states. However, the data 
is not sufficient to reach any conclusions on the competitive advantage of Indian states. 
3.1.73 The World Trade Centre in their executive development certificate programme on 
export management has made estimates of the commodity wise exports from 
Maharashtra. 
3.1.74 The websites of the State Governments and their Corporatioris also give 
substantial information on the economic development, production and exports from the 
concerned state. 
3.1.75 The Indian Institute of Foreign Trade (IIFT) has from time to time published a 
number of books/ papers on the competitiveness of various sectors of the Indian 
economy. In addition as part of its country studies it has also published a series of 
monographs on the Indian economy including its competitiveness. 
3.1.76 The website of the Monash University, vAvw.buseco.monash. 
edu.au/Subiects/MKX/MKX3141 has a series of lecture notes on ''issues in competitive 
advantage". 
3.1.77 The 73 '^' and 74^*^  Amendments to the Constitution of India have resulted in a large 
delegation of powers and funds to local governments and authorities and this has to be 
factored into the model proposed by Porter (1990) and modified by Macmillan and 
Tampoe (1996 and 2000) to measure the competitive advantage of states. 
3.1.78 The United Nations Development Programme (UNDP)(2003) has calculated an 
index of human development in its ''Human Development Report". 
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3.1.79 Business Today (BT) along with Gallup (a polling organisation) conducted in 2003 
as a follow up of their three earher studies of 1995, 1997 and 1999 on the competitive 
advantage of Indian states. The resuhs of this survey, which have been summaiized in the 
Business Today issue of September 28, 2003 show that as in the earlier surveys the rank 
of Maharashtra continues to be No. 1. However, there has been plenty of movement 
among the top states. Nine out of the top fifteen have moved at least one notch up in the 
rankings from 1999; the rest, except Maharashtra and Tamil Nadu have dipped. Hard 
incentives such as tax reliefs and subsidies are important for moving MP HP and 
Rajasthan up. Maharashtra has a clear edge on all infrastructural metrics such as power 
and proximity to markets, but it is AP which is perceived to be more industry friendly in 
terms of policy making, implementation and quality of administration. Kamataka scores 
high on labour availability, infrastructure like telecommunications and advanced banking 
facilities. HP and Haryana which figure in the top ten states, enjoy better perception than 
factual data should allow. WB and Kerala are low on perception even though on factual 
rank they are among the top 10. Even Bihar the factual rank of 13 is much,higher than the 
J 
perception of last. 
3.2.0 Research gap 
3.2.1 Analysis of the literature on the subject of the competitiveness/ competitive 
/—-• — ^ 
advantage of^ates shows that even though substantial literature isthere__QrLthe-subject 
still all the literature shows is that in order to develop faster, increase their per capita 
income (PCI) and thereby advance the welfare of their residents 
nations/states/provinces/firms must exploit their existing competitive advantages or 
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create competitive advantage by encouraging investment (particularly FDI), going up the 
value chain and changing their economy from being reliant on the primary sector for the 
major part of their net state domestic product (NSDP) to becoming reliant on the 
manufacturing,/ secondary and services/ tertiary sector production for the major part of 
their NSDP. With the exception of Porter's study on the state of Massachusetts in the 
U.S.A (1991) all these studies are of countries. Most of the other work on competitive 
advantage is either about how individual firms may obtain or countries have obtained 
competitive advantage. 
3.2.2 India is a large developing country which in the fifty years since independence has 
developed a large diversified industrial base. The Indian Institute of Foreign Trade has 
published a number of books / papers on the competitiveness of various sectors of the 
Indian economy. In addition the world Bank (1992 and 2000) as part of its country 
studies has also published a series of monographs on the Indian economy including its 
competitiveness. The MEDC has also held a national conference on February 13, 1999 
which included a paper on the sectors where India has competitive advantage. Abdul 
Kalam and Raj an (1998) have also examined the sectors where India has and is likely to 
gain competitive advantage. Many seminars have been held on and other studies are there 
of the Competitive advantage, enjoyed by India in various sectors of manufacture and 
services e.g. Kumar (1988) and Momaya (forthcoming book). 
3.2.3 Shaogung and Angang (1999) and Sheehan (1999) have tabulated the lai-ge 
variations in the human development indicators between the best and worst provinces in 
China, Sheehan and Grewal (2000) have tabulated the share of total manufacturing sales 
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and exports by states in Australia and shown the divide between the two states of Victoria 
and New South Wales in the south-west and the rest of states. Pel (2002) has utilized the 
data of Shaogung and Angang (1999) and Sheehan (1999) to show the large divide 
between the coastal provinces in the East and the rest of China. Recognising the 
importance of regional disparities in arriving at correct conclusions with regard to 
deciding on the detailed plan of development of a country/ state the UNU WIDER had 
for the academic year 2002-03 taken up the subject of Regional Disparities in Human 
Development as a subject for research.. 
3.2.4 This researcher was also of the view that like other large countries India is a very 
large and diverse country with large variations in indicators as well as the factors 
determining competitiveness between states. It was felt that as in the cases of other 
countries the larger (and more important) states of the Indian Union would contribute to 
the bulk of the competitiveness of the Indian economy. It was also felt that the states in 
the south and west were developing and growing very fast in terms of NSDP, PCI and 
other indicators of competitiveness whereas the other states in the north and east were 
lagging behind and in the process the already large difference in PCI and other indicators 
of development between these two groups of states was getting increased further. 
Resulting in a further imbalance in favour of the states in the south and west of India. It 
was found that no study seems to have been done on the competitive advantage of Indian 
states. 
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3.2.5 Hence it was felt by this researcher that there was a need for a study on the 
competitiveness/ competitive advantage of Indian states and this was also accepted by 
both his internal and external advisers. 
3.3.0 Objectives 
3.3.1. The study of the competitive advantage of Indian States was conducted with 
reference to all the Indian states. However, emphasis is being placed on the 
competitiveness of the larger (and more unportant) states of India (because it seemed that 
only a few important states contributed to the bulk of the competitive advantage enjoyed 
by the Indian economy) because it was felt that even though India in the fifty years since 
independence has developed a large diversified industrial base, still the development was 
very uneven with a south-west north-east line running along the border between 
Rajasthan and Gujarat, between Maharashtra and Madhya Pradesh and between Orissa 
and Andhra Pradesh (with the exception of Delhi, Haryana and Punjab and Chandigarh) 
dividing the country into two parts, one giving the bulk of the competitive advantage to 
the Indian economy viz. being the Sixth largest Economy in the world at Purchasing 
Power Parity (as per the calculations of the World Bank); having a relatively stable (even 
though the Central and many of the State Governments are coalitions), democratic and 
secular polity; courts which are independent and free; a vibrant and relatively free Press; 
an abundance of natural resources; availability of skilled manpower at extremely 
competitive costs; a vast pool of technical, scientific and managerial talent; having 
English as the language of business, administration (of the central and some state 
governments) and research; companies using international business methods; high class 
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Research and Development Institutes(many under the Council of Scientific and Industrial 
Research); proven capabilities in High Technology areas such as supercomputers, space, 
nuclear energy, etc.; a large domestic market; an expanding middle class (comprising of 
approximately 250-300 million people); growing purchasing power in rural areas; self-
sufficiency in food production; having a broad industrial manufacturing base; dynamic 
and extensive Financial Infrastructure (including a lai-ge and vibrant capital market); etc. 
all of which make it a low cost, strategic manufacturing and service provisioning base in 
Asia for the huge domestic and the export markets. 
3.3.2 One in the south and west developing and growing very fast in terms of NSDP and 
PCI and the other to the north and east of this line lagging behind and in the process the 
already large difference in PCI would get further increased. Resulting in a further 
imbalance in favour of the states in the south and west of India. 
3.3.3 The first objective was to do a comparative review of these developments and to the 
policies (and the institutions, if any) related to this at the macro, meso and micro levels. 
3.3.4 The second objective was to assess the potential of the rate growth in the NSDP and 
exports and the competitive advantage of the individual states in increasing the well 
being (in terms of PCI) of their residents. 
Propositions 
3.4.0 At the time of India's independence in 1947 the states in the south and west had a 
competitive advantage vis-a-vis the states in the north and east. Thereafter despite the 
industrial licensing and location policy of the Government of India as per the Industrial 
Policy Resolutions of 1948 and 1956 they continued to gain due to the concentration of 
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industries in clusters such as the pharmaceutical cluster in Thane, the electronics cluster 
in Bangalore, etc. 
3.4.1 Thereafter with the liberaUzation of the Indian economy starting from 1991 these 
states (with the exception of Delhi, Haryana and Punjab and Chandigarh) once again did 
the correct thing in systematically improving the already excellent infrastructure they 
had, diversifying their industrial base and exports, taking advantage of their location near 
the best infrastructure and the coast to reduce their transportation and other costs and 
hence enhanced the competitive advantage already enjoyed by them earlier. 
3.4.2 This difference in competitiveness/ competitive advantage and the experience of 
these states vis-a-vis the experience of the states to the north and east will be examined 
statistically and a index of competitiveness will be attempted to give a comparative 
quantitative picture. Differences between the states will also be examined to try to find 
out the changes in competitive advantage which are now occurring in a significant 
number of goods and services in the favour of states in the south and west of India and 
whether this will widening of differences and whether this will continue or not. 
3.5.0 Methodology of Research 
Collection of data 
3.5.1 In this study the researcher has collected data from the following_grimary-aad-
secondary sources. 
3.5.2 The earher study of Nair, Anil Kumar and Sunny (1994 and earlier issues) of the 
research Division of the National Productivity Council (NPC) providing a comparative 
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picture of the competitiveness of Indian states using four indicators of physical 
infrastructure, two indicators of human and social development and six other indicators. 
3.5.3 The detailed statistics on exports and imports commodity-wise (both in quantity and 
value), the index numbers for the unit value of exports and imports, the volume indices of 
exports and imports and the gross, net and income terms of trade contained in the 
economic surveys published every year by the Government of India, Ministry of Finance 
and by the State Govements which give some comparative state wise data. 
3.5.4 The detailed monthly statistics on exports, imports published by the Directorate 
General of Commercial Intelligence and Statistics, Calcutta (DGCI&S) regularly. 
3.5.5 The comparative figures given in the Reserve Bank of India's publications to 
analyse the performance of major states vis-a-vis the average for India on various 
parameters. 
3.5.6 The reports, articles and statistics appearing from tim'e to time in the Economic and 
Political Weekly(EV^), Business Today(BT) and other financial magazines, the Hindu 
Business Line, the Business Standard, the Times of India and the studies of the Centre for 
the Monitoring of the Indian Economy(CMIE) which give some comparative statistics on 
Indian states. 
3.5.7 The reports, monographs, books published by the Indian Institute of Foreign Trade 
(IIFT) from time to time on the competitiveness of various sectors of the Indian 
economy. The report of the national conference held by the MEDC (1999) on the Indian 
Economy: Challenges of the 21st Century. 
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3.5.8 The report of the seminar on " Building national competitiveness -options for India" 
organised by the All India Management Association (AIMA) (1998). 
3.5.9 The data in the study done by the Rajiv Gandhi Institute of Contemporary Studies, 
New Delhi (RGICS)(2000) for the Confederation of Indian Industry (CII) on How the 
States are doing. 
3.5.10 The data in the study done by the Business Intelligence Unit, Chennai (1999) on 
the role of the state governments in the total investment in a state. 
/3.5.11. The data in the study done by Goswami, Arun, Gantakolla, More and Mookherjee 
of the CII and Dollar, Mengistae, Hallward-Driemier and larossi of the World Banlc 
(January 2002) on The best states to invest in. 
3.5.12 The replies given to Lok Sabha and Rajya Sabha Questions on the per capita 
central investment in each state plan and various other state wise economic data (which 
have a bearing on total investment and the cornpetitive advantage of a state). 
3.5.13. The personal communication dated 19* March 2001 from S.K. Mitra, Senior 
Adviser, India Investment Centre, the study (July 2000) by the Punjab, Haryana and 
Delhi Chamber of Commerce and Industry International Affairs Division on foreign 
direct investment(FDI) in India: impact of liberalization, Majumdar's (2000) article, 
various statistics published in the Business Line(2002) and Indian Express(2003) all of 
which describe the state wise FDI over the time period after the liberalization of the 
Indian economy from 1991 and in the last three years. 
3.5.14 The data in the studies done by Maharashtra at a glance, CII (2000) and the 
Yashwantrao Chavan Pratishthan (2000) Four decades of Maharashtra- a profile, which 
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gives a comparative picture of the state of Maharashtra with other states in terms of total 
and per capita income. 
3.5.15 The data in the study/ opinion poll conducted by Business Today along with 
Gallup (2003) on the best states in India to invest in. 
3.5.16 The data contained in the census figures: Census of India 1991, Series-1, India, 
/^ Paper-2 1992 and the prelimnary census figures: Census of India 2001 issued by 
Registrar General and Census Commissioner, Govenmient of India, New Delhi which 
give a comparative state wise position of the growth in population, literacy, etc. over the 
previous decade. 
3.5.17 The data contained in the Profile of States published by the CMIE (March 1997) 
which gives a comparative picture of the states in terms of industrial development, 
infrastructure, etc (all of which have a bearing on relative investment attractiveness and 
the competitive advantage of a state).. 
3.5.18 The data in the database and the Production year book (1997) of the National 
/Horticulture Board, Government of India, the website of the Ministry of Agriculture, 
Government of India, Krishi Bhawan, New Delhi and the website of the Agricultural 
Produce Export Development Authority (APEDA), Government of India, Bhikaji Cama 
Place, New Delhi which give a picture of the state wise production of fruits, vegetables 
and agricultural commodities and overall Indian exports from which this researcher has 
attempted to draw conclusions with regard to agricultural exports from states. 
3.5.19 The figures given by the World Trade Centre in their executive development 
certificate programme on export management which gives estimates of the commodity 
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wise exports from Maharashtra. 
3.5.20 The data on the websites of the State Governments and their Corporations which 
also give substantial information on the economic development, production and exports 
from the concerned state. 
3.5.21 The figures in the India Human Development Report (2000), the South India 
Human Development Report (2001) and the West India Human Development Report 
(2002)published by the National Council of Applied Economic Research, New Delhi and 
the National Human Development Report (2002) published by the Planning Commission 
of the Government of hidia. New Delhi. These give a comparative state wise picture of 
various parameters including the HDL 
3.5.22 The data available in the United Nations Fund for Population Activities(UNFPA) 
(1997) book on towards population and development goals which gives a measure of the 
state wise HDL ^ 
Selection of sample of states 
3.6.0 The above data will be used to determine the grouping of criteria to compare states 
in terms of economic efi[iciency, government efficiency and infrastructure. For 
calculating an overall quantitative ranking, the NPC/UNDP methodology of computation 
will be used to get an overall idea of the competitiveness of a state vis-a-vis others. 
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3.6.1 Thereafter based on the availabihty of data and the comparative position of each of 
the states vis-a-vis the others the states would be grouped into the following four 
groupings: 
(1) The advanced stgte&-efth"e West viz. Maharashtra, Gujarat (for some criteria Goa); 
(2) The close competitor state§_-Q£-the—South viz. Andhra Pradesh, Tamil Nadu, 
Kamataka, Pondicherry and Kerala; 
(3) The fairly advanced states of the North close_to__the_Jndian capital of Delhi viz. 
Punjab, Haryana, Chandigarh and Delhi; and 
(4) The remaining BOMARU^tates of the North and East viz. Bihar (earlier including 
Jharkhand), Orissa, Madhya Pradesh (earUer including Chattisgarh), Jharkhand, 
Chattisgarh, Rajasthan, Uttar Pradesh (earlier including Uttaranchal), Uttaranchal, West 
Bengal and the States in the north-east (i.e. Assam, Meghalaya, Tripura, Manipur, 
Nagaland, Arunachal Pradesh and Mizoram). 
3.6.2 However, even within these groupings data and meaningful comparisons may not 
be possible for many of the smaller states so as part of the final calculation only 18-20 of 
the major states will be shown for which detailed data are available. 
3.6.3 The States to be selected for comparison of their competitiveness/ competitive 
I advantage would_Jiave to be reasonably comparable in size, as large states with 
significant rural and backward areas could not be fairly compared with small highly 
developed city/urban states like Chandigarh and Delhi which would show an 
overwhelming competitive advantage. 
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3.6.4 Further even though recognising the importance of regional disparities in arriving 
at correct conclusions with regard to deciding on the competitiveness/ competitive 
advantage of a state (as has also been accepted by the UNU WIDER who for the 
academic year 2002-03 have taken up the subject of Regional Disparities in Human 
Development as a subject for research) this researcher will try to draw conclusions on 
regional disparities in industrialization, etc. from areas such as Vidarbha and Marathwada 
in Maharashtra wherever regional data within a state are available, otherwise the danger 
of the overwhelming competitiveness/ competitive advantage of the highly developed 
areas in some of these advanced states overshadowing the backwardness of the backward 
areas of these very states is very much there. 
3.6.5 Taking into consideration the above position the states to be selected for the study 
would be the advanced states of the west and their close competitors in the south viz. 
Maharashtra, Gujarat, Andhra Pradesh, Tamil Nadu, Kamataka and Kerala; the fairly 
advanced states of the north close to the hidian capital of Delhi viz. Punjab, Maryana, and 
Delhi; and the remaining states of the north and east viz. Bihar (earlier including Jhar-
khand), Orissa, Madhya Pradesh(before 2000 including Chattisgarh), Jharkhand, 
Chattisgarh, Uttar Pradesh (before 2000 including Uttaranchal), Uttaranchal, West 
Bengal and Assam. 
Checklist for comparison of competitive advantage 
3.7.0 After examining the data available state wise and considering the criteria used by 
the WEF, HCID, IMD, the Beacon Hill study and the NPC study and adapting them to 
give a representative picture of Indian states) viz. availability of infrastructure, relative 
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economic performance and government efficiency and using the figures for investment 
w h^ich they have been able to make themselves (tlirough their small savings loans, surplus 
available with them after Government final consumption expenditure ) the checklist for 
comparison of competitive advantage would consider: 
-the ability to attract business sector investment including foreign direct mvestment (FDI) 
as a proportion of GDP; 
- criteria to measure the productivity of the people in the state; 
- since the value added in the tertiary (services) sector is the maximum assuming that the 
state with the maximum growth/ proportion in this sector would be having the maximum 
value added, using this as a criterion to measure relative economic performance ; 
-taking the proportion of educated population which has passed middle school instead of 
the proportion of population qualified to high school level ( (lO"^  and ed^uivalent) to 
measure availability of a skilled work force i.e. infrastructure; 
- since the urban areas in all developing countries are generally more developed using 
overall urbanization, road development, railways, electricity as a rough and ready index 
of the availability of infrastructure (this is slightly different from the criterion used in the / 
study by Nair, Anil Kumar and Sunny (1994) of the research Division of the NPC). 
3.7.1 In addition to the above there are some other criteria which give rise to greater 
competitiveness/ competitive advantage, etc. which have not been enumerated earlier. 
3.7.2 Data on exports from a state (wherever available) will only be used as a measure of 
confirmation of the relative competitiveness/ competitive advantage of a state. 
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3.7.3 Details of the exact criteria to be used for determining the competitive advantage of 
each of the states will be discussed in Chapter 7. 
Data analysis and interpretation 
3.8.0 Analysis of the data, making it comparative by bringing it to a common base will 
require calculations in the same manner as done in the study by Nair, Anil Kumar and 
Sunny (1994) of the NPC and b)^the_UNDP(1997) to calculate the HDL 
3.8.1 Before the relative competitiveness/ competitive advantage of a state can be 
calculated, an index needs to be created specifying the minimum and maximum values 
(these will be the figures for the two states having the parameter at the extremes) for each 
of these criteria/ indicators. The perforaiance of each state in each indicator will be 
expressed as a value between 0 and 1 by applying the following general formula : 
actual value - minimum value 
/Criterion index= 
maximum value - minimum value 
3.8.2 The relative competitiveness/ competitive advantage of a state, ^ 
will then be calculated as a simple average of the criterion indices. 
3.8.3 Interpretation of the results will also have to be done taking into consideratiQ; 
the factors which are critical in arriving at the relative competitiveness/ competitive 
advantage of a state with a view to making recommendations on the action to be taken by 
the concerned states on how to improve its relative competitiveness/ competitive 
advantage and the areas on which they should concentrate in order to.improve the well 
being of their residents. 
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Chapter 4 
Ana lys i s of Inves tment in States in Ii idia 
4.0.0 According to Mohan (2002) a characteristic of the rapid development of East Asian 
economies in the 1980's and 90's was the 5-6 percent compounded increase in per capita 
income over a long period of 25 years. One of the main reasons for this achievement was 
the extremely high rate of investment. This included not only domestic investment but 
also foreign direct investment (FDI). Their attractiveness to set up businesses, ability to 
invest was one of the best measures of their relative competitiveness. This criteria is in 
the view of this researcher therefore one of the best to measure the relative competitive 
advantage of Indian states. However, while doing this analysis, since data is not available 
for all states and since this lack of data for the smaller and less important states does not 
significantly affect the results of the analysis, therefore this researcher proposes to limit 
the analysis in this Chapter only to major states as defined in Chapter 1. 
4.0.1 Exact data on the actual total investments (excluding FDI for which data is 
available fi-om the India Investment Centre of the Goverrmient of India (IIC) ) made in 
each of the states is not available from any source and one has to make assessments based 
on the data fi:om the various studies/ surveys carried out by different organisations from 
time to time. 
4.0.2 This researcher is only going to examine three recent surveys viz. the ones carried 
out by Business TodgyJ^T) along with Gallup (a polling organisation) conducted in 2003 
(hereinafter called the BTG survey) as a follow up of their two earlier studies of 
1995,1997 and 1999, the results of which have been sunmaarized in the Business Today 
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issue of September 28, 2003; the study carried out by the Rajiv Gandhi Institute of 
Contemporary Studies (RGICS) for the for the Confederation of Indian Industry (CII) in 
September 2000 (hereinafter called the RGICS study) and the study conducted by 
Goswami, Arun, GantakoUa, More, Mookherjee of the CII and Dollar, Mengistae, 
Hallward-Driemier and larossi of the World Bank (January 2002) wherein 1099 
manufacturing companies operating in four major industrial sectors, viz. textiles, 
garments, pharmaceuticals and consumer electronics were surveyed to give their 
subjective views on the best states to invest in (hereinafter called the CII/ WB study). 
Even though there are some differences between their assessment of states, which are 
discussed later in this Chapter, most of these surveys give the same group of states as the 
best, good and worst states to invest in. 
4.0.3 In the BTG survey, there is a perceptual ranking (i.e. the perception of investors 
with regard to the state), factual ranking (the position of the state based on actual 
realities) and once the eight important (out of a battery of) parameters were identified for 
each category of respondents (viz. CEOs and policymakers), a nett score for every state 
under each of the parameters was derived using 
nett score = [percentage saying a parameter is important] x [(number of best state 
mentions x 2 + number of second best state mentions x 1 + number of worst state 
mentions x -2 + number of second worst state mentions x -1)]. 
The nett scores for each state on all parameters were added to arrive at an interim score 
for each state. This was done for each category of respondents separately. The interim 
scores were used to rank the states within each respondent category. The interim scores 
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from the CEOs and policymakers categories were combined in the ratio of 60:40 to arrive 
at a total composite score and final ranking. A weight of 70:30 was assigned to perceptual 
and factual scores and the final ranking arrived at. Out of the top ten states the first five 
viz. Maharashtra, Andhra Pradesh (AP), Kamataka, Gujarat and Tamil Nadu are in the 
west and south. The relatively backward and isolated states viz. Biliar, Jharkhand, Assam, 
and the states in the north-east are relatively low in ranking. 
4.0.4 In the RGICS study the ranking of states on twelve criteria including investment 
climate has been done (the survey has been discussed in detail earlier in Chapter 2 (Table 
2.12)). Here even though Gujarat continues to have the best investment climate in India 
Punjab, Madhya Pradesh (MP), Goa, Kamataka, Tamil Nadu, Himachal Pi-adesh (HP), 
Haryana and AP have all been placed above Maharashtra. However, the fact remains that 
out of the top ten states with the best investment climate six are in the west and south of 
India. 
4.0.5 The CII/WB survey ranks only ten states only on criteria affecting the investment 
climate. Here Gujarat and Maharashtra emerge as the states with the best investment 
climate in India. The next best states are three states in the South of India. 
4.0.6 Despite some differences between the three studies/ surveys with regard to the exact 
position of states in attractiveness for investment, competitiveness, still the position of the 
states in the south and west being in the top ten and the states like Assam, Bihar and the 
states in the north-east being at the bottom is undisputed. 
115 
4.0.7 Further even though there are wide variations between states in the investments 
made by the Government of India, still it is the ability of the state governments 
themselves to make investments which determines its competitive advantage. 
4.0.8 As discussed in detail later in Chapter 9 since the responsibility for establishing the 
major part of the physical and social infrastructure required to sustain development such 
as power, roads, irrigation, education is the responsibility of the states and local 
authorities, the flow of private sector investment to a state is to a large extent dependent 
on the volume and composition of state government investments in this sector. 
4.0.9 The earlier policy of the states of giving extensive tax concessions and incentives in 
sales tax and other local levies in order to attract large investments in backward areas has 
been discontinued as the chief ministers on the request of the Union Finance Minister (a 
meeting attended by this researcher when he was holding additional charge of the post of 
Principal Secretary (Finance) of the State of Maharashtra) agreed and implemented the 
harmonisation of sales tax rates and the phasing out of sales tax-based incentives from the 
year 2000 (even though the other agreement on the introduction of value added tax has 
still not been implemented). 
4.1.0 The BTG survey (2003) says that there has been plenty of movement among the top 
states. Nine out of the top fifteen have moved at least one notch up in the rankings from 
1999; the rest, except Maharashtra and Tamil Nadu have dipped. Hard incentives such as 
tax reliefs and subsidies are important for moving MP, HP and Rajasthan up. 
Maharashtra has a clear edge on all infrastructural metrics such as power and proximity 
to markets, but it is AP which is perceived to be more industry friendly in terms of policy 
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making, implementation and quality of administration. Kamataka scores high on labour 
availability, infrastructure like telecommunications and advanced banking facilities. HP 
and Haryana which figure in the top ten states, enjoy better perception than factual data 
should allow. West Bengal and Kerala are low on perception even though on factual rank 
they are among the top 10. Even Bihar the factual rank of 13 is much higher than the 
perception of last. 
4.1.1 Tamil Nadu has a large pool of educated and relatively disciplined work force. It is 
comfortable on the power front but poor on roads and water (this is improving due to the 
world bank for roads and rain water harvesting). Despite investor friendly policies HP, 
MP and Rajasthan have poor infrastructure. Maharashtra attracted the maximum 
investment up to March 2003 viz. 250837 crores, Gujarat 198096 crores, AP 135625 
crores, Tamil Nadu 80487 crores out of an all India total of 12,27,633 crores. Out of Rs. 
162736 crores exports from India in 1999-2000 Maharashtra's share was Rs. 40731 
crores. Out of Rs. 202509 crores exports from India in 2000-2001 Maharashtra's share 
was Rs. 63898 crores. Out of Rs. 167039 crores exports from India in 2001-2002 
Maharashtra's share was Rs. 66938 crores. In foreign direct investment (FDI) out of Rs. 
285921 crores received by India from August 1991 till Mai"ch 2003 Maliarashtra's share 
was Rs. 49615 crores (17.35 percent). 
4.1.2 However, recent events such as the reported financial straits of the Government of 
Maharashtra, the adverse publicity due to the mishandling of the rehabilitation efforts 
after the earthquake of 26-1-2001, the riots after the Godhra rail burning incident in 
Gujarat have shown that these states cannot afford to rest on their laurels. 
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4.2.0 The BTG survey (2003) shows that the attractiveness of the southern states to 
investment has improved because of the flexibility of the state governments on policies, 
policy implementation, quality of local administration, the quality of power, the 
education facilities, etc. AP which was twenty second in 1996, leapt to fifth in 1997, third 
in 1999 and is now second all because of the systematic efforts of the state in attracting 
investments with its Chief Minister (CM) acting as a Chief Executive Officer (CEO) and 
received the third highest FDI in India till April 2003 viz. Rs. 1357 billion. Kamataka 
which was fourth in 1997, went down to sixth in 1999, is now third all because of the 
systematic efforts of the state in attracting investments with its CM acting as a CEO and 
the speed of response and handholding. The computer software and biotech clusters in 
Bangalore have worked in a self-reinforcing cycles and in a virtuous circle. In the last 
three years Kamataka has been the third largest recipient of FDI while AP has remained a 
distant sixth (Indian Express August 23, 2003)). 
4.3.0 The BTG survey also shows that one of the northern states viz. Punjab is high on 
many of these competitiveness factors and therefore it has improved its position slightly 
from seventh in the 1997 and 1999 surveys to sixth in the 2003 survey because it has 
improved its perceptual rank to fifth. However, Delhi's position has deteriorated from 
sixth in the 1997 survey and fourth in the 1999 survey to fourteenth because of exorbitant 
real estate prices, patchy infrastructure and the lack of real powers and the Supreme 
Court's directive of December 2000, pushing some 39,000 polluting units out of Delhi 
(that put a question mark on fiirther industrialization in Delhi) even though it has 
attracted more than 12 percent of the foreign direct investment flowing into the country 
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from August 1991 to July 2002, making it the second largest recipient of FDl in India and 
the highest FDI of over 38 percent in the last three years (2000-2002) (Indian Express 
August 23,2003). 
4.3.1 This deterioration in Delhi's position has occurred because of the power shortages 
created by the high transmission and distribution losses (a euphemism for the stealing of 
power), despite the privatization of the erstwhile Delhi Vidyut Board as a joint venture 
with the Bombay Suburban Electric Supply Company (BSES) and the change m its name 
into the BSES Rajdhani Power Limited. 
4.4.0 The BTG Survey also concludes that the HP, MP and Rajasthan are gaining ground 
because investor-fi-iendly policies are luring investors, but the three have a long way to 
go in terms of infrastructure. The three states have emerged as the big winners in the 
latest survey over the earlier surveys. MP has jumped seven places to No. 8 (it moved 
from 16*^  in the 1997 survey), HP's moved up from 14* to lO"' and Rajasthan from ll" ' 
(it moved from 13* in the 1997 survey) to 9* . 
4.4.1 The conclusion of the BTG survey is that these three states are revving up. HP has a 
new industrial policy (unveiled in 2003) which is a big hit with investors. According to 
this it has offered a 100 year excise exemption and a five year income tax to select 
industries including pharmaceuticals and floriculture. It is therefore not surprising, that 
investors are pouring in. MP is also getting its act together, it has the highest number of 
projects under implementation and the Indore Special Economic Zone (SEZ) (the first in 
the country). This is despite the loss of Chhattisgarh where most of the minerals, water 
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and tourist destinations were located. Thus MP has been ranked as the eighth-best state to 
invest in despite scoring a low tenth position in perception. 
4.4.2 Rajasthan is attracting unusual industries such as GE's BPO centre because of 
Jaipur's pool of well educated EngUsh-speaking graduates and easy access to Delhi. 
4.5.0 The BTG survey also states that even though states like West Bengal, Uttar Pradesh 
and Kerala are victims of perception. The mere availability of relatively good 
infrastructure in these states (they are sixth, ninth and tenth respectively among Indian 
states) isn't enough to attract investments because they are perceived as poor for 
investors (they have been ranked as twenty fifth, twenty fourth and twenty ninth 
respectively in perception) for a variety of reasons. 
4.5.1 A similar situation prevails in Bihar where its factual position is thirteenth but its 
perceptual rank is the thirty first (i.e. the last). Despite its relatively better factual position 
the complete absence of governance in Bihar, ensures that it continues to languish at the 
bottom of the league of all states as in the previous surveys. 
4.6.0 The natural beauty of the last group of states on the northern and eastern borders of 
India Viz. Assam, Arunachal Pradesh, Meghalaya, Mizoram, Manipur , Nagaland, 
Sikkim, Tripura and Jammu & Kashmir makes them attractive tourist destinations. 
However, the security precautions due to terrorism which have had to be taken such as no 
cellular phones being permitted in Jammu & Kashmir till recently, insurgency in Assam, 
Nagaland and Mizoram, inner line and other restrictions in the other states keeps them on 
the fringes of development. In most of these states, there is considerable scope for 
growing fruits and their export, hydroelectric (hydel) power potential which is cheap and 
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this power could be exported to power short states. They could also make considerable 
gains from cross border trade. 
4.6.1 Despite the above potential advantages these nine states account for barely three per 
cent of the total investment in India virtually all of this by the government of India, even 
though there is a generous array of incentives on offer to private investors. 
4.7.0 The flow of private investment into a state is also dependent on the volume and 
composition of the investments made by the state government itself. According to a study 
conducted in 1999 by the Business Intelligence Unit (hereinafter called the BIU study)-a 
Chennai-based policy research and consultancy firm investments by the state 
governments plays a considerable role in total investment in their respective states. In the 
federal polity which India is with a large number of subjects in the state list (i.e. for 
which only the state governments are responsible), and the responsibility for a majority of 
the physical infrastructure viz. power, roads, irrigation is vested with the individual 
states. They also have the responsibility for developing the social infrastructure necessary 
to sustain the growth in the services sector. 
4.7.1 The way the states compete for investment has changed completely due to the 
growing recognition of the linkages between the policies of the state government and the 
inflow of private investment. Earlier the states aggressively wooed investors by offering 
an array of tax-concessions and sops. These have now been virtually stopped after a 
decision in a meeting (which this researcher also attended when he was holding 
additional charge of Principal Secretary (Finance) of Maharashtra) of State Finance/ 
Chief Ministers with the Union Finance Minister when it was unanimously resolved to 
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harmonise sales tax-rates, and phase out sales tax-based incentive-schemes from January, 
2000.. This was done (despite investors rating such concessions as crucial to their 
investment decisions) as it was estimated that the states had given away more than 25 per 
cent of their potential revenues in the form of various sales-tax exemptions and deferment 
schemes and could no longer afford such exemptions/ deferral. 
4.7.2 According to some studies the fiscal deficits of all state governments, amounting to 
Rs. 94738.5 crores (a crore is equal to ten million)as per the revised estimates for 1999-
2000 is ah-eady equivalent to 3.50 per cent of India's Gross Domestic Product (GDP). The 
National Council of Applied Economic Research (NCAER) is of the opinion that the 
revenue-losses inflicted by incentives outweigh the benefits generated by the investment 
lured in. This is aggravated by the parlous condition of state government finances making 
it difficult for them to fmance mvestment from their own budgetary sources. 
4.7.3 This ranking of states is supported by the CII-WB study which ranked the states on 
the best states to invest in. This shows a strong correlation between the subjective 
judgements of the managers and the per capita SDP of the states which gives an__ 
squared value of 0.6582, if the data for Dellii (which is an outlier according to the study) 
is not considered. If Delhi is considered then the R squared value for the entire sample 
becomes 0.28. The CII-WB study has used various pai'ameters such as labour 
productivity (value added per worker and value added/ labour cost (in wage units)), 
number of visits by government officials, blended median cost of power, percentage of 
firms having their own generator sets and compared these with their ranking on 
investment cUmate. It has found that greater average value added per worker, lesser 
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number of average visits by government officials and lower number of firms having their 
own generator sets has a positive correlation with investment climate. 
4.7.4 The relationship between labour productivity and investment climate is shown in 
Exhibit 4.0. 
Exhibit 4.0 
Relationship between Labour Productivity and investment climate 
Value added/ worker (in Value added/ labour cost 
(in wage units) 
4.49 
4.52 
4.37 
4.67 
5.93 
4.10 
4.75 
4.18 
3.62 
5.89 
4.18 
6.64 
4.00 
3.90 
Source: Table 3 of the CIl and World Bank study. 
4.7.5 If the data for Kerala are ignored because of the small sample size and a relatively 
large number of outlier responses, then Maharashtra one of the two states with the best 
investment climate has the highest value added per worker. The positive correlation is 
clear if the samples for Maharashtra and Gujarat are considered together, then their value 
per worker is Rs. 225.20. Thereafter the value added per worker declines continuously as 
one proceeds group wise from the best to the poor investment climate states. The 
difference in value added per worker between the two best investment climate states and 
the three poor investment climate states is almost 64 percent. 
S. Name of the State 
No. 
States with the best 
Inv. Climate 
1. Maharashtra 
2. Gujarat 
States with good 
Inv.Climate 
3. Tamil Nadu 
4. Kamataka 
5. Andhra Pradesh 
States with medium 
Inv.Clim. 
6. Delhi 
7. Punjab 
States with poor Inv.Climate 
8. Kerala 
9. West Bengal 
10. Uttar Pradesh 
Sample 
320 
250 
70 
390 
101 
132 
157 
201 
176 
25 
188 
17 
109 
62 
l  
Rs.) 
225.2 
244.6 
172.4 
174.2 
193.1 
178.0 
161.1 
163.5 
152.9 
243.6 
137.7 
281.6 
124.3 
163.6 
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4.7.6 The basic conclusions of the study are that the states with the best and good 
investment climate enjoy higher value added per unit of labour cost vis-a-vis the States 
with medium and poor investment climates. 
4.7.7 The relationship between the lower number of visits per annum by government 
officials and the investment climate of the states is shown in Exhibit 4.1. 
Exhibit 4.1 
Number of visits by Government officials in states 
S.No. Name of the State 
Overall 
Best Investment Climate 
1. Maharashtra 
2. Gujarat 
Good Investment Climate 
3. Tamil Nadu 
4. Kamataka 
5. Andhra Pradesh 
Medium Investment Climate 
6. Delhi 
7. Punjab 
Poor Investment Climate 
8. Kerala 
9. West Bengal 
10. Uttar Pradesh 
Number of visits by Government Officials 
11.5 
11.3 
J i ^ 
"O ' 
9.8 
5.5 
11.0 
13.4 
i 2 J _ 
5.9 
43.1 
13.7 
12.3 
10.2 
14.9 
Source: Adapted from Table 4 of the CII and World Bank study. 
4.7.8 If Punjab which is an outlier is ignored then exhibit clearly establishes that as a rule 
the states with the best and good investment climates tend to lesser number of visits than 
the states with the medium and poor investment climates. 
4.7.9 The relationship between investment climate and the mean cost of power are shown 
in Exhibit 4.2. 
Exhibit 4.2 
Blended median cost of power in states 
S.No. Name of the State Frequency Mean cost Rs./Kilo Median cost 
watt hour (kwh.) Rs./kwh. 
Overall 949 4.43 4.15 
Best Investment Climate 273 4.14 4.10 
1. Maharashtra 218 4.09 4.05 
2. Gujarat 55 4.35 4.22 
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Good Investment Climate 
3. Tamil Nadu 
4. Kamataka 
5. Andhra Pradesh 
Medium Investment 
Climate 
6. Delhi 
7. Punjab 
Poor Investment Climate 
8. Kerala 
9. West Bengal 
10. Uttar Pradesh 
335 
129 
114 
92 
183 
159 
24 
158 
14 
37 
107 
4.04 
3.91 
3.98 
4.28 
4.61 
4.82 
3.27 
4.43 
4.71 
3.93 
6.14 
4.00 
4.00 
4.00 
4.09 
4.50 
4.60 
3.11 
4.15 
2.71 
4.03 
4.80 
Source: Adapted from Tables 9 and 10 of the CII and World Bank study. 
4.7.10 It shows that the mean cost of power of the best and good investment climate is 
considerably lower cost than the states with medium or poor investment climate. The 
high median cost for Delhi and UP was mainly due to the inefficiencies and power thefts. 
Till recently both also have very poor public power systems. However, with the 
trifurcation of the Uttar Pradesh State Electricity Board (into production, transmission 
and distribution companies) and the privatization of the Delhi Vidyut Board into 
generation and distribution companies things are expected to improve. 
4.7.11 Due to the poor, uncertain and unstable power supply from the public grid many 
companies have to have their personal generators. The relationship between investment 
climate and percentage of firms having their own generator sets are shown in Exhibit 4.3. 
Exhibit 4.3 
Percentage of firms having their own generator sets in states 
S.No. Name of the State Average percentage of firms with their own generators 
Overall 70.0 
Best Investment Climate 45.0 
1. Maharashtra 44.4 
2. Gujarat 47.1 
Good Investment Climate 75.8 
3. Tamil Nadu 82.2 
4. Kamataka 76.4 
5. Andhra Pradesh 70.0 
Medium Investment Climate 85.5 
6. Delhi 85.1 
7. Punjab 88.0 
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Poor Investment Climate 84.0 
8. Kerala 62.9 
9. West Bengal 97.2 
10. Uttar Pradesh 76.5 
Source: Adapted from Table 11 of the CII and World Bank study. 
4.7.12 It shows a fairly strong correlation between investment climate and the percentage 
of firms having their own generator sets. The gap between these two states with the best 
investment climate and the other states with good, medium and poor investment climates 
is dramatic, with the states with good investment climates having an average of almost 76 
percent (Tamil Nadu has a high of over 82 percent) and states with the medium and poor 
investment climates this percentage was around 85 percent. Installation of generators on 
this scale raises the weighted average cost of power and the total costs for firms in these 
states. 
4.7.13 The overall subjective ranking of states with regard to investment climate in the 
CII-WB study measured by the percentage of respondents saying the state was best minus 
the percentage of respondents saying it was the worst is shown in Exhibit 4.4. 
Exhibit 4.4 
Subjective ranking of states with the best to worst investment climates 
S.No. Name of the State % saying the best minus the % saying the worst 
Best Investment Climate 
1. Maharashtra 38.6 
2. Gujarat 23.1 
Good Investment Climate 
3. Tamil Nadu 8.6 
4. Kamataka 7.8 
5. Andhra Pradesh 6.6 
Medium Investment Climate 
6. Delhi 1.6 
7. Punjab -0.7 
Poor Investment Climate 
8. Kerala -16.1 
9. West Bengal -21.9 
10. Uttar Pradesh -32.6 
Source: From Table 2 of the CII and World Bank study (report in the Economic Times, Mumbai of 9 
January 2002) 
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4.7.14 The CII-WB study shows that on almost all the parameters of the study which are 
state government dependent the best and good states fare better than the medium and 
poor states. 
4.8.0 The total investment in a state is significantly dependent on the availability of funds 
with the Government of the state. This has four components: 
(a) the ability of the State Government to itself invest; 
(b) investment by the Central Government in the state; 
(c) investment by the local private sector(including multinationals already in India); and 
(d) investment by foreign parties / multinationals (FDI coming for the first time from 
outside India). 
4.8.1 The ability of the State Government to itself invest depends on their the availability 
of finances with them and for this purpose the Revenue deficit, the GFD, the outstanding 
liabilities (because provision for them to be paid in time has to be made) and their own 
tax revenues are crucial. The percentage ratio on each of the first group of parameters as 
a percent of net state domestic product (NSDP) in 1999-2000 is shown in'Exhibit 4.5. 
The percentage ratio on each of the second group of parameters in 2000-2001 is shown in 
Exhibit 4.6. 
Exhibit 4.5 
How Solvent are states 
(Ratios as a percent of NSDP in 1999-2000) 
Sr. No. 
1. 
2. 
3. 
4. 
5. 
6. 
Name of the state 
Orissa 
Bihar 
Punjab 
Rajasthan 
Uttar Pradesh 
Kerala 
Revenue 
deficit 
6.8 
4.9 
4.3 
4.8 
3.9 
5.6 
Gross fiscal 
deficit 
9.9 
8.5 
5.1 
7.1 
5.9 
7.0 
Outstanding 
liabilities 
48.2 
39.3 
37.7 
35.6 
32.0 
31.1 
Own tax 
revenues 
4.5 
5.0 
6.3 
6.0 
5.0 
8.0 
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7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Assam 
West Bengal 
Haryana 
Andhra Pradesh 
Madhya Pradesh 
Gujarat 
Kamataka 
Tamil Nadu 
Maharashtra 
3.6 
7.0 
2.5 
1.0 
3.0 
3.4 
2.4 
3.3 
1.8 
5.7 
8.8 
4.5 
4.1 
3.9 
6.3 
4.5 
4.1 
4.9 
30.4 
27.8 
24.5 
23.9 
23.2 
21.4 
19.7 
18.1 
15.9 
4.3 
3.8 
7.5 
7.4 
5.8 
7.6 
8.2 
8.3 
7.2 
Source: "The ET State Finance Survey", The Economic Times, 15 November 2002. 
4.8.2 Considering the solvency of major states exhibit 4.5 shows that if a cutoff figure of 
3 percent of NSDP for revenue deficit is taken then with the exception of Kerala in the 
south and Haryana in the north all the states below this figure are in the south and west 
and above this figure are in the north and east. 
4.8.3 Exhibit 4.5 also shows that if a cutoff figure of 5 percent of NSDP for GFD is 
taken then with the exception of Gujarat in the west and Haryana and MP in the north all 
the states below this figure are in the south and west and above this figure are in the north 
and east. 
4.8.4 Exhibit 4.5 further shows that if a cutoff figure of 25 percent of NSDP for 
outstanding liabilities is taken then with the exception of Haryana in the north all the 
states below this figure are in the south and west and above this figure are in the north 
and east. 
4.8.5 Exhibit 4.5 fiirther shows that if a cutoff figure of 7 percent of NSDP for ovm tax 
revenues is taken then with the exception of Haryana in the north all the other states are 
above this figure are in the south and west and below this figure are in the north and east. 
4.9.0 The fiscal indicators of states by themselves are important but their ratios are even 
more important. Exhibit 4.6 shows these. 
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Exhibit 4.6 
How bad are the fiscal indicators of states? 
(Ratios as a percent in 2000-01) 
1. 
2. 
J . 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
Name of the state 
Karaataka 
Tamil Nadu 
Madhya Pradesh 
Maharashtra 
Andhra Pradesh 
Bihar 
Gujarat 
Haryana 
Kerala 
Punjab 
Rajasthan 
Uttar Pradesh 
Orissa 
West Bengal 
Non-development to 
total expenditure 
29.7 
32.9 
34.0 
34.6 
29.9 
36.8 
23.4 
33.0 
37.4 
43.6 
36.7 
38.7 
37.8 
35.3 
Interest payments to 
revenue receipts 
16.2 
16.3 
17.4 
18.4 
20.2 
20.9 
21.4 
21.8 
22.6 
23.8 
27.0 
30.4 
30.9 
35.8 
Own tax revenue to 
revenue expenditure 
53.9 
56.3 
34.8 
56.9 
45.8 
20.5 
39.4 
54.9 
49.9 
40.1 
35.4 
31.7 
25.3 
28.3 
Source: "The ET State Finance Sui-vey", The Economic Times, 15 November 2002 
4.9.1 If a cutoff figure of 35 percent of non-development to total expenditure is taken 
then with the exception of Kerala in the south and MP and Haryana in the north all the 
states below this figure are in the south and west and above this figure are in the north 
and east. 
4.9.2. A factor which should be helpful in increasing investment in a states is the interest 
on internal debt of the state + loans which the state is able to raise for development 
purposes compared to total receipts. Exhibit 4.6 also shows that if a cutoff figure of 20.5 
percent of interest payments to revenue receipts is taken then with the exception of 
Gujarat and Kerala in the south and west and MP in the north and east all the states below 
this figure are in the south and west and above this figure are in the north and east. 
4.9.3 Another factor which should be helpful in increasing investment in a. states is the 
availability of its ovm funds which is the ratio of its own tax revenues to revenue 
expenditure. Exhibit 4.6 further shows that if a cutoff figure of 50 percent is taken for this 
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ratio then with the exception of AP and Kerala (this is only marginally below 50 percent) 
in the south and Haryana in the north and east all the states above this figure are in the 
south and west and below this figure are in the north and east. 
4.9.4 The exhibits 4.5 and 4.6 show that with some exceptions the states in the south and 
west have lower revenue deficits, GFDs, outstanding liabilities and greater own tax 
revenues, higher non-development to total expenditure, lower interest payments to 
revenue receipts and higher own tax revenue to revenue expenditure. In short because of 
the above position, with some exceptions more money is available with the states in the 
south and west for investment purposes and thus their ability to invest greater amounts in 
infrastructure. Because of their greater ability to invest, most of the states in the west and 
south were able to get their investments in infrastructure right (this was despite having to 
pay much higher wages to their servants due to the recommendations of the Fifth Central 
Pay Commission) to attract further investments while the some of the large states in the 
North viz. UP and MP were not able to get their investments in infrastructure right to be 
able to attract higher investment. 
4.10.0 A further factor adding to the investment in the states is the amount of 
Government of India assistance/ plan investment in the state's annual/ five year plans. 
4.10.1 Since states vary in their size/ population and their stage of development the best 
measure for this is the per capita central government investment in the annual plans of the 
states and in particular the growth in the per capita central government investment in their 
annual plans. Exhibits 4.7 and 4.8 give the respective positions on these two criteria . 
Exhibit 4.7 
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Per Capita Central Investment in State Plans 
(In Rupees) 
Sr.No 
1. 
a) 
b) 
c) 
d) 
e) 
f) 
g) 
h) 
i) 
J) 
2. 
a) 
b) 
c) 
d) 
e) 
f) 
g) 
h) 
i) 
J) 
k) 
1) 
m) 
n) 
0) 
Name of the State and the category 
in which they fall 
Special Category 
Arunachal Pradesh 
Assam 
Himachal Pradesh 
Jammu & Kashmir 
Manipui' 
Meghalaya 
Mizoram 
Nagaland 
Sikkim 
Tripura 
Non Special Category 
Andhra Pradesh 
Bihar 
Goa 
Gujarat 
Haryana 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
1997-98 
4734 
510 
1106 
2546 
1817 
1593 
3679 
2375 
4525 
1306 
290 
183 
562 
255 
358 
218 
253 
196 
243 
395 
441 
232 
297 
250 
306 
Year 
1998-99 
5162 
553 
1538 
2724 
2092 
1789 
3870 
2278 
4893 
1832 
409 
200 
575 
300 
498 
239 
239 
274 
205 
445 
305 
274 
284 
275 
357 
1999-2000 
5406 
608 
1334 
2861 
2266 
1958 
4298 
2506 
6213 
1960 
' - • , 
421 
233 
653 
300 
524 
318 
318 
282 
162 
554 
325 
318 
260 
386 
426 
Source : Answer to Lok Sabha 
Implementation) as reported in 
Unstarred Question No. 1448 (Mmistry of Planning & Programme 
The Hindu Business Line of March 15, 2001. 
Exhibit 4.8 
Growth in per capita Central uivestment in State plans 
(in rupees) 
Sr.No 
1. 
a) 
b) 
c) 
d) 
e) 
f) 
g) 
h) 
•) 
J) 
2. 
a). 
b) 
Name of the State 
Special Category 
Arunachal Pradesh 
Assam 
Himachal Pradesh 
Jammu & Kashmir 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Sikkim 
Tripura 
Non Special Category 
Andhra Pradesh 
Bihar 
1. 
428 
43 
432 
178 
275 
196 
191 
-97 
368 
526 
119 
183 
2. 
244 
55 
-204 
137 
174 
169 
428 
228 
1320 
128 
12 
200 
3. 
672 
98 
228 
315 
449 
365 
619 
131 
1688 
654 
131 
233 
131 
c) 
d) 
e) 
f) 
g) 
h) 
i) 
J) 
k) 
1) 
m) 
n) 
0) 
Goa 
Gujarat 
Haryana 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
13 
45 
140 
21 
-14 
78 
-38 
50 
-136 
42 
-13 
25 
51 
78 
0 
26 
79 
79 
8 
-43 
109 
20 
44 
-24 
111 
69 
91 
45 
166 
100 • , 
65 
86 
-81 
159 
-116 
86 
-37 
136 
120 
Source: Lok Sabha Unstarred Question No. 1448 reported in The Hindu Business Line of March 15, 2001. 
Note a negative figure indicates that Central investment in the State's plan has decreased in per capita terms from the 
year with which it is being compared. 
1) 1998-99 over 1997-98 
2) 1999-2000 over 1998-99 
3) 1999-2000 over 1997-98 
4.10.2 The two exhibits show that the special category states in the north-east and along 
the borders of India enjoy a significantly greater (between 4 to 10 times) per capita 
central investment in their state plans as compared to the per capita investment in the non 
special category states. It is the special category states with the exception of Assam and 
in one year Nagaland which enjoy a significantly greater increase over the non special 
category states. 
4.11.0 The last component affecting the total investment in States is foreign direct 
investment (FDI).( This is discussed in detail in Chapter 7 (Exhibits 7.4 and 7.5)). 
4.11.1 The figures (Business Line 11* December 2002) clearly show that out of a total 
FDI of Rs. 3555002 received from August 1991 till July 2002 it was the eight states in 
the south and west (particularly the western state of Maharashtra with the highest figure 
of around 14 percent over the eleven year period) which drew in over 36 percent and 
Delhi which attracted 9.52 percent i.e. the states in the west and south plus Delhi attracted 
45.52 percent of FDI up to July 2002. 
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4.11.2 In the last three years (2000-2002) (Indian Express August 23, 2003) this has been 
changed and farther aggravated with Delhi surging ahead of Maharashtra to a figure of 
28.86 percent of the all India FDI (reflecting to some extent the recent perception of 
Maharashtra's weaknesses). However, Maharashtra was a close second with 28.17 
percent. Thus once again it was the eight states in the south and west which drew in over 
45 percent of the FDI into India. In these years the states in the west and south plus Delhi 
attracted over 74 percent of FDI (almost three fourths). 
4.11.3 AP and Gujarat which earlier were attractive states for FDI having received over 5 
percent and 3.7 percent of all India FDI respectively, in the eleven year period up to July 
2002 received reduced /very little FDI during the three year period 2000-2002 i.e. slightly 
over 2 and under 1 percent respectively (reflecting to some extent the recent perception of 
their weaknesses viz. weaknesses in the power sector and lack of infra structure outside 
the twin cities of Hyderabad and Secunderabad in the case of AP and the earthquake in 
Kutch and the later riots in the case of Gujarat). 
4.11.4 Thus the states m the south and west and Maharashtra in particular added the 
advantage of FDI to their other competitive advantages such as nearness to markets, etc. 
4.12.0 Finally as a confirmation of the above discussion the investment ranking of the 
states as per the RGICS study is shown in exhibit 4.9. 
Exhibit 4.9 
Investment ranking of the states 
Name of state 
Andhra Pradesh. 
Bihar 
Delhi 
Goa 
Investment rank 
8 
16 
1 
4 
Value 
0.1 
-1.8 
1.4 
1.0 
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Gujarat 
Haryana 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal. 
2 
12 
10 
5 
11 
3 
15 
7 
13 
6 
14 
9 
1.2 
-0.2 
-0.1 
0.3 
-0.2 
1.0 
-1.4 
0.3 
-0.4 
0.3 
-1.3 
0.1 
Source; RGICS study on "How are the states doing". 
4.12.1 The rankings of the RGICS confirm the position of the western and southern states 
and Delhi being the foremost in investment. Gujarat and Maharashtra clearly reflect their 
premier position. However, there is a major difference between the RGICS and the BTG 
surveys in the position of Delhi (viz. first and fourteenth). 
4.13.0 The conclusion is that as concluded by the BTG and CII/WB surveys and the 
RGICS rankings it is the states in the west and south and Delhi which have been able to 
maximize investment (including attracting FDI) in India. This is because of greater 
urbanization, the consequent higher literac 
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Analysis of Economic Development ia Ind ian states 
5.0.0. Components of economic development 
5.0.1 Economic development cannot easily be quantitatively measured. Making an 
assessment of the comparative economic development of states requires measuring a 
large number of components with regard to the relative position of states. These include: 
(1) The per capita net state domestic product (NSDP), the absolute NSDP and per capita 
income (PCI). These are the most important components affecting the feeling of well 
being of the people living in a state. Their absolute numbers are important but their rates 
of change and the reasons for the rate of change are equally important; 
(2) Growth in manufacturing and services is frequently used for measuring development, 
because these provide employment for the growing population, outside the agriculture 
sector (employment is shrinking in this sector, because mechanization is increasing due 
to rising costs). These are: 
(a) the average daily factory employment; 
(b) the per capita gross output in industries; 
(c) the per capita value added in industries; 
(d) the domestic consumption of electricity per capita; 
(e) the industrial consumption of electricity per capita; 
(f) the number of motor vehicles per lakh( 100,000) of population; 
(g) the total road length per hundred square kilometers of area; 
(h) the number of banking offices per lakh of population; 
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(i) bank deposits per capita; and 
(j) bank credits per capita. 
5.0.2 However, while comparing the states on the above criteria, since data is not 
available for all states on all these criteria and since this lack of data for the smaller and 
economically less important states does not significantly affect the results of'the analysis, 
therefore this researcher proposes to limit the analysis in this Chapter only to those states 
for which substantial data is available. 
5.1.0 The position of states with regard to absolute NSDP, and growth in NSDP 
5.1.1 The figures of absolute NSDP in 1997-98 and 2000-01 and the real growth of 
NSDP in the five year period fiom 1993-94 to 1997-98 and in the four year period fi'om 
1997-98 to 2000-01 are given in exhibit 5.0. 
Exhibit 5.0 
Per Capita Net State Domestic Product and its rate of grovyth 
Name of the State/ Year 
Kamataka 
Andhra Pradesh 
Kerala 
West Bengal 
Haryana 
Himachal Pradesh 
Tamil Nadu 
Punjab 
Maharashtra 
Bihar 
Assam 
Uttar Pradesh 
Gujarat 
Orissa 
Madhya Pradesh 
Rajasthan 
All India 
At Current Prices (Rs.) 
1997-98 
12566 
11683 
14231 
11682 
17749 
13488 
15404 
18762 
18954 
4014 
7966 
7779 
16536 
7831 
9455 
10977 
12707 
2000-01 
18041 
16373 
21046 
16072 
23742 
18920 
19889 
25048 
23726 
5108 
10198 
9721 
19228 
8547 
10803 
11986 
16487 
Real Growth (% 
93-94 to 97-98 
5.6 
3.3 
4.6 
7.6 
4.2 
6.9 
8.0 
2.7 
4.3 
0.7 
0.5 
2.9 
9.7 
3.2 
3.6 
11.6 
6.3 
per annum) 
97-98 to 00-01 
8.9 
6.7 
5.7 
5.2 
4.5 
4.4 
4.3 
3.8 
3.2 
2.6 
2.0 
1.6 
0.1 
-0.5 
-1.4 
-2.6 
3.5 
Source: Soman Mangesh, "South beats slump, but low-income states hit haTd"Economic Times, Dec. 12, 
2002. 
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5.1.2 The exhibit shows that while the All India per capita NSDP slowed down from 6.3 
percent per annum in the first five year period to 3.5 percent in the second five year 
period, with the exception of Tamil Nadu, the southern states viz. Kamataka, Andhra 
Pradesh (AP), Kerala improved their growth rates. The western states even though 
enjoying very high absolute levels of NSDP saw a slight fall in the real growth rate in the 
case of Maharashtra (due probably to the stagnation in the growth in industries and 
services and the perceived problems of the state government) and a very steep fall in the 
case of Gujarat(probably also because of stagnation in the growth in industries and 
services but aggravated by the Earthquake of 2002 and the later post Godhi-a incident 
riots). The states in the north and east (with the exception of Punjab and Haryana where 
there were slight rises) also faced a decline but the worst hit by the economic slowdov/n 
in the last part of the nineties were the states of Rajasthan, Madhya Pradesh (MP) and 
Orissa where the real per capita growth rate in NSDP was negative .i.e. it actually 
declined. It therefore seems that the results of the overall economic slowdown in the 
Indian economy have not been felt unifoimly by all the states, but has hit states in 
different regions in different ways. The southern states except Tamil Nadu have mostly 
benefited, most other states except Punjab and Haryana have had a drop, and many of the 
BOMARU states (Brahmananda (2000)) have showed negative growth. This analysis 
lead to the hypothesis of the general emergence of a north-south divide within the country 
in terms of economic growth. 
5.2.0. The relative position of larger states with regard to growth in the 1990s. 
5.2.1 Using the data in the Reserve Bank of India's "Handbook of Statistics, 1999" ,based 
on the erstwhile series of State domestic Products (SDPs) which were in use till the 
financial year 1993-94, Brahmananda (2000) estimated the growth rates of large states 
through a log linear approach deeming growth to be a continuous process. Even though 
he has not analysed the economic development of all the states, his conclusions are 
representative of the position of the most important states in India in the 1990s because 
even the RGICS study has found only three relatively small states viz. Delhi, Goa and 
Kerala above the large states in terms of growth. 
5.2.2 Brahmananda (2000) has grouped states into three major groups: 
(i) States with the highest rate of growth located in the west and south viz. Gujarat, 
Maharashtra, Kamataka and Tamil Nadu; 
(ii) Five states two in the south viz. Kerala and AP, two in the north viz. Punjab and 
Haryana around Delhi and one state in the east viz. West Bengal; 
(iii) Six states in the north and east (taking the initial letters of the most populous and the 
states with the maximum land area) which had earlier also been called the BIMARU 
(Bihar, MP, Assam, Rajasthan and Uttar Pradesh (UP)) states. In Hindi (the official 
language of the Government of India and the official language in all these states except 
Assam) BIMAR means sick and this term aptly describes the state of the economy of 
most of these states. Brahmananda (2000) has coined another term BOMARU to also 
include Orissa whose economy has characteristics similar to the BIMARU states. 
According to him this term in Kannada means screaming in agony which is a very apt 
term to describe the rate of their growth. 
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5.2.3 The relative position of the states is summarised in Exhibits 5.1 to 5.3. 
Exhibit 5.1 
Percentage growth rates of the four states with the highest growth rates 
States 
Gujarat 
Maharashtra 
Kamataka 
Tamil Nadu 
1990-
91 
1.48 
4.50 
0.73 
8.33 
1991-
92 
-8.26 
-0.31 
12.71 
2.67 
1992-
93 
32.18 
15.49 
2.32 
5.16 
1993-
94 
-3.08 
8.88 
7.45 
8.72 
1994-
95 
21.80 
6.05 
8.14 
10.98 
1995-
96 
4.11 
9.66 
6.50 
7.79 
1996-
97 
11.59 
7.80 
10.91 
7.60 
1997-
98 
0.71 
5.00 
4.30 
5.90 
1998-
99 
4.70 
5.80 
10.75 
4.07 
1999-
00 
7.10 
4.56 
Source: Adapted from Brahmananda (2000) 
Source: Adapted from Brahmananda (2000) 
Percentage 
State/vear 
Bihar 
Orissa 
M.P. 
Assam 
Rajasthan 
U.P. 
1990-91 
9.48 
-16.99 
14.21 
4.26 
15.69 
5.95 
growth ral 
1991-92 
-5.66 
12.70 
-7.21 
4.41 
-7.67 
0.41 
Exhibit 5.3 
es of the last five states with the lowest g 
1992-93 
-5.92 
-1.69 
7.34 
1.01 
14.99 
1.08 
1993-94 
2.42 
6.44 
10.65 
3.90 
-8.15 
2.48 
1994-95 
3.98 
4.27 
4.08 
2.32 
18.01 
2.65 
1995-96 
-3.20 
5.24 
5.49 
5.39 
-0.86 
2.54 
rov^h rates 
1996-97 
10.55 
-8.52 
6.42 
3.51 
14.78 
7.41 
1997-98 
2.71 
16.89 
3.12 
2.67 
4.53 
2.17 
Source: Adapted from Brahmananda (2000) 
5.3.0. Analysis of the relative position of the states with regard to the rate of growth 
5.3.1 The order of states in the first group terms of the annual rate of growth was Gujarat 
followed by Maharashtra, Kamataka, and Tamil Nadu. 
5.3.2 Brahmananda (2000) attributes this high growth rate of Gujarat to the state having 
a large number of entrepreneurs, the people having a practical business-like attitude with 
very few ideological controversies, that the course of business was not affected by 
changes in governing political parties, that a large proportion of Gujarat's business elite 
have settled in the United States and been helping the state with capital and technology; 
Percentage g 
States 
Kerala 
West Bengal 
Haryana 
Punjab 
Andhra Pradesh 
1990-
91 
7.56 
5.26 
10.45 
1.90 
1.56 
Exhibit 5.2 
rowth rates of the next five states with medium growth rates 
1991-
92 
1.96 
7.83 
2.06 
4.53 
2.53 
1992-93 
7.21 
2.98 
-0.03 
4.72 
-1.17 
1993-
94 
10.94 
7.27 
4.51 
4.37 
9.71 
1994-95 
3.96 
9.30 
7.59 
4.33 
5.61 
1995-
96 
2.79 
5.66 
1.84 
3.25 
5.65 
1996-
97 
7.10 
7.66 
11.67 
7.69 
6.50 
1997-
98 
6 56 
6.32 
1.40 
1.97 
-1.70 
1998-
99 
5.60 
6.00 
11.05 
1999-
00 
4.95 
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the discovery of oil and gas in the state had made possible cheap fuel and power supply 
to households and industry and in the process assisted it in surviving the decline of the 
great textile industry, wherein it had been second only to Maharashtra in India. 
Unfortunately this position has since been reversed and Gujarat in the period from 1997-
98 to 2000-01 became the 14 state in India in terms of growth. This has further 
deteriorated with the earthquake on 26* January 2002 and the post Godhra incident riots. 
5.3.3 Brahmananda (2000) has calculated that Maharashtra's annual average growth rate 
was the second highest in India. This had resulted in its loosing its traditional leading 
position in industry to Gujarat. However, Maharashtra has gradually been able to 
transform its traditional base in engineering and textiles to engineering, software, 
financial and other services. Further against its earlier policy of discouraging industries in 
the developed areas, the government is now making efforts to place it once again in the 
lead. Maharashtra has also not suffered to the extent of Gujarat in the period from 1997-
98 to 2000-01 (though there have been some bomb blasts later on in Mumbai in 2003). 
5.3.4 He has calculated that Kamataka even though it was third in the overall growth rate 
stakes, had a per capita growth rate higher than that of Maharashtra in many years. This 
growth of Kamataka was due mainly to the growth of software production and exports 
and because of the abundant availability of technical manpower and its leadership in 
science. This growth was not affected by political turmoil and dissensions. 
5.3.5 The fourth highest growth rate was that of Tamil Nadu, attributed to its hard 
working and disciplined labour force, the availability of abundant technical manpower 
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which does not demand very high wages and the fact that it has completed the social 
revolution that comes in the later stages of development of other states. 
5.3.6 According to him in addition to the high growth rate, it is the big drop in birth 
rates, which have helped the southern states achieve the high per capita growth rates, that 
the opening up of the Indian economy has enhanced investment and technology flows to 
the four states, in the process encouraging high productivity growth in industry and 
services and expanding employment considerably. 
5.3.7 He has calculated that the state with the fifth highest growth rate is West Bengal 
where the growth rate is much lower than in the four lead states. This rate is much higher 
than what was attained earlier. Even though the leftist government had controlled the 
militancy of the trade unions and been able to get the state to a position of surplus power 
from a position of acute shortage of power 20 years back, still it is agriculture and not 
industry which has propped up the growth rate of West Bengal. However, the state has 
still not made any mark in any of the new economy sectors where the first group of four 
states is fairly advanced. 
5.3.8 The sixth state in the growth rate stakes, which is only slightly lower than that of 
West Bengal, is Kerala where the growth has been mainly attributed to the inflow of large 
remittances by the labour which emigrated to the Arabian gulf area. This high growth is 
despite it having one of the highest wage rates, aggressive trade unions, proportionately 
not many institutions for scientific and teclmological learning, employment avenues, etc. 
resulting in a large educated unemployed population with low and middle level skills. 
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5.3.9 AP is the seventh state in terms of growth and has taken the lead in absorbing 
reforms. It seems that this is because it has a Chief Minister who had a vision of 20 years 
for the state. It is currently giving considerable competition to the other high growth 
southern states viz. Tamil Nadu and Kamataka. But it has a large backlog of 
infrastructure and related problems including not much development outside the twin 
cities of Hyderabad and Secunderabad, power and water shortages, etc. 
5.3.10 According to him Haryana and Punjab, which at the eighth and ninth position 
respectively, are the next two states in grov^h and which were the two states with the 
highest grov^h rates in income in the pre-reform period (mainly attributed to the green 
revolution) have not performed as well in the eight year period 1990-91 to 1998-99. 
5.3.11 Haryana, which has benefited because of its proximity to Delhi, has excellent 
industrial growth prospects and one should have expected it to soon catch up with the 
high growth states of Gujarat, Maharashtra, Kamataka and Tamil Nadu, but its social 
development indicators leave a lot to be desired. 
5.3.12 Punjab has lost its earlier momentum because of the tapering of the green 
revolution and growth in supporting industry and sei-vices did not take place in the 
intervening years because of terrorism and the consequent counter terrorism actions of 
the state police. With a better and integrated planning vision both Punjab and Haryana 
can move closer to the top four high growth states. 
5.3.13 The above five states, while benefiting iiom economic reforms still require large 
capital inflows into industries and services (which are the main areas where they can 
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grow fast). It is unfortunate that out of them only AP has taken the lead in the new 
economy sectors by inviting and promoting the development of software. 
5.3.14 The last group of States are the so called BOMARU states of the north and east. 
Brahmananda (2000) has stated that while none of the BOMARU states has expressed 
opposition to the policy of economic reforms, still for one reason or the other none of 
them has benefited from the reforms to the same extent as the earlier nine states. 
5.4.0. The study carried out by the Rajiv Gandhi Institute of Coateniporary Studies 
for the Confederation of Indian Industry (RGICS) (2000) 
5.4.1 The relative position of the states on various criteria is shown in Exhibits 5.4 to 5.7. 
Exhibit 5.4 
Relative position of five important/p 
Item 
General achievement 
Investment Climate 
Infrastructure penetration 
Financial position 
Labour situation 
Social sector 
Law and Order 
Affluence 
Mass Media 
Consumer purchase 
Personal Finance 
Edu/ Health expenditure 
Value 
Delhi 
4 
16 
9 
11 
3 
2.4 
rogressive si 
Goa 
2 
4 
9 
3 
5 
3 
5 
2 
4 
2 
2 
2 
1.4 
ates in the RGICS (2000)rankings 
Kerala 
6 
13 
5 
6 
8 
2 
1 
3 
2 
4 
5 
1 
1.4 
Punjab 
3 
2 
2 
9 
6 
5 
13 
4 
7 
3 
3 
6 
0.7 
Maharashtra 
7 
10 
11 
2 
4 
6 
9 
5 
6 
8 
4 
4 
0.6 
Exhibit 5,5 
Relative position of the next seven states in the 
Item 
General achievement 
Investment Climate 
Infrastructure penetration 
Financial position 
Labour situation 
Tamil 
Nadu 
13 
6 
4 
4 
1 
Himach 
-al Pra. 
1 
7 
16 
18 
10 
Gujarat 
5 
1 
7 
5 
2 
Harvan 
-a 
8 
8 
3 
13 
7 
RGICS (2000)rankings 
Karna-
taka 
15 
5 
12 
7 
11 
West 
Bengal 
10 
15 
8 
8 
12 
Andhra 
Pradesh 
12 
9 
10 
10 
3 
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Social sector 
Law and Order 
Affluence 
Mass Media 
Consumer purchase 
Personal Finance 
Edu/ Health expenditure 
Value 
4 
8 
11 
3 
9 
10 
5 
0.3 
7 
2 
8 
15 
5 
8 
7 
0.1 
9 
3 
10 
10 
7 
6 
14 
0.0 
12 
14 
6 
12 
6 
7 
9 
-0.1 
10 
10 
7 
9 
10 
9 
8 
-0.2 
8 
7 
14 
8 
16 
11 
10 
-0.3 
13 
12 
12 
13 
11 
14 
12 
-0.5 
Exhibit 5.6 
Relative position oft 
Item 
General achievement 
Investment Climate 
Infrastructure penetration 
Financial position 
Labour situation 
Social sector 
Law and Order 
Affluence 
Mass Media 
Consumer purchase 
Personal Finance 
Edu/ Health expenditure 
Value 
Raiasth-
an 
9 
14 
14 
11 • 
17 
15 
4 
9 
11 
12 
13 
13 
-0.6 
le last six 
Assam 
17 
17 
6 
12 
13 
11 
16 
16 
5 
15 
17 
16 
-0.7 
Ex 
states in the RGICS (2000)rankings 
Madhva 
Pradesh 
16 
3 
15 
14 
14 
14 
15 
15 
18 
14 
15 
11 
-0.8 
libit 5.7 
Uttar 
Pradesh 
11 
11 
13 
16 
15 
17 
17 
13 
16 
13 
12 
15 
-0.9 
Orissa 
14 
12 
18 
15 
16 
16 
6 
17 
17 
17 
18 
18 
-1.1 
Bihar 
18 
18 
17 
17 
18 
18 
18 
18 
14 
18 
16 
17 
-1.6 
The overall composite rank as per the RGICS (2000) study . 
Name of state 
Delhi 
Goa 
Kerala 
Punjab 
Maharashtra 
Tamil Nadu 
Himachal Pradesh 
Gujarat 
Haryana 
Kamataka 
West Bengal 
Andhra Pradesh 
Rajasthan 
Assam 
Madhya Pradesh 
Overall composite rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
Value 
2.4 
1.4 
1.4 
0.7 
0.6 
0.3 
0.1 
0.0 
-0.1 
-0.2 
-0.3 
-0.5 
-0.6 
-0.7 
-0.8 
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Uttar Pradesh 
Orissa 
Bihar 
16 
17 
18 
-0.9 
-1.1 
-1.6 
5.4.2 As per this study also the states of Gujarat, Maharashtra, Kamataka, Tamil Nadu, 
Kerala, West Bengal, Haryana, Punjab and AP are in the first nine, even though their 
order may not be exactly the same as in the study of Brahmananda (2000), probably 
because many more factors other than economic growth have been considered. Further 
the states of Bihar, Orissa, MP, Assam, Rajasthan and UP are in the last six as in the 
study of Brahjiwianda (2000), despite many other factors other than economic growth 
having bden considered. 
5.SfO Reasoning for the differences between the economic growth of large states 
5.5.1 A comparison of the yearly growth rates of the advanced and middle states versus 
the BOMARU states shows that while some of the states in the advanced and middle 
groups had one or two bad years of slightly negative growth( with the exception of 
Gujarat which had a big negative growth rate of -8.26 percent in 1991-92 and -3.08 
percent in 1993-94 but which was counterbalanced by the extremely high growth rates of 
32.18 percent and 21.80 percent in the years 1992-93 and 1994-95 respectively), most of 
the BOMARU states had substantially high negative growth rate in two or more than two 
years ( again with the exception of MP, Assam and UP which didn't have aijy periods of 
high growth rates) and had no periods of very high growth rates to counterbalance the 
negative or very slightly positive growth rates. 
5.5.2 Another trend which is clear to differentiate the advanced and middle states irom 
the BOMARU states is that the advanced and middle states had increases in real incomes 
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(when a comparison of these is done on an index format) which were substantially higher 
than the BOMARU states (with the slight exception of Rajasthan and Orissa (where it 
fluctuated violently during the years from 1995-96 to 1997-98)). 
5.5.3 A comparison of the trends of overall and per capita income growth of the states in 
the advanced and middle groups as compared with the BOMARU states shows that the 
advanced and middle states also had increases in overall and per capita income much 
higher in real terms as compared with the BOMARU states. 
5.5.4 Brahmananda (2000) has stated that among these states Rajasthan is the most likely 
to get out of the BOMARU group, the earliest because even though it suffers from an 
acute shortage of water, still it has a large entrepreneurial potential and had high average 
growth rate in the period 1990-91 to 1997-98, even though its overall per capita growth 
rate was low. According to him with substantial expansion in female education (and not 
merely female literacy), dry area development and water harvesting the growth rate could 
be increased significantly quickly. This along with improvements in social indicators 
(where also Rajasthan scores low and which may take much longer to improve) could go 
a long way to bring it into the middle group of states. 
5.5.5 For MP it has been calculated that even though the overall average gi'owth rate is 
reasonable, still the population growth rate reduces the per capita growth rate to a low 
one. Accorduig to him MP is rich in natural resources and friendly to immigrant 
entrepreneurs from other states, but is held back because of its bad social indicators (due 
to almost 25 percent of its population being tribal). His remedy is that substantial and 
quick improvements in female education (and not merely female literacy) and in social 
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infrastructure will help improve the social indicators and if MP is able to follow a more 
aggressive policy of publicising its natural resources and is able to attract external capital 
in a big way like the advanced states, then MP can improve its overall growth rate. Thus 
even though Rajasthan and MP have not been adversely affected by the economic 
reforms which India has started, still they have not benefited from liberalisation and have 
not been able to attract much external capital. 
5.5.6 Brahmananda (2000) view is that because of the large mineral and water resources 
of Orissa, large investment inflows into mining, agriculture and industry can boost the 
rate of growth of this state. However, it is only control of population which will boost the 
per capita grov^h rate in income. With almost 25 percent of Orissa's population being 
tribal the aspirations of these people and particularly the recurrent problems of Kalahandi 
(the most backward districts of Orissa) will have to be sorted out for this to happen. 
5.5.7 Assam had the highest per capita state product fifty five years back (i.e. 
immediately after India's independence), but has thereafter witnessed poor growth 
despite, being rich in natural resources such as oil and gas and tea, since then because of 
floods, large inflow of immigrant population and insurgency. The grov^h rate of the state 
for the ten year period was low and since the population grew at a fair rate the growth in 
per capita income was low. According to Brahmananda Assam needs large investments 
in infrastructure as well as technical and managerial education, In addition, in the view of 
this researcher, it needs peace from insurgency and strife and stopping of the influx of 
people from neighbouring countries. 
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5.5.8 UP which had a high growth rate in 1990-91, thereafter stagnated till 1996-97 
(when it had a high growth rate for one year) and then once again experienced a low 
growth rate in 1997-98. The overall growth rate was therefore not very great. With high 
population growth the per capita growth rate was the second lowest in India. This seems 
mainly due to political instability and lack of governance in such a large and dominant 
state which has the largest contingent of Members of Parliament and has produced many 
Prime Ministers. External investment on a large scale is required, but is not forthcoming 
despite the attractions of the state because of the uncertainties. 
5.5.9 According to Brahmananda (2000) taking a cue from Haryana and Punjab, UP can 
increase its growth rate to 5-6 percent based on agriculture development and the surplus 
from agriculture. But this will not increase the per capita growth rate (which is what is 
required to improve life in this most populous state in India) unless the rate of growth of 
population is reduced substantially which can only be done by public awareness. 
5.5.10 Bihar like UP had a high growth rate in 1990-91 thereafter stagnated till 1996-97 
(when it had a high growth rate for one year) and then once again experienced a low 
growth rate in 1997-98. The overall growth rate was therefore very poor and with high 
population growth the per capita grovrth rate was negative, the lowest in India. This 
seems mainly due to highly skewed land distribution and floods. Bihar is a classic 
instance of abundant natural resources (This has now gone mainly to Jharkhand) and 
large population but acute deficiency of capital despite massive inflow of Central 
Government investment. What it requires is external inflows of capital and 
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entrepreneurship, less of money power/ corruption, a Government that provides 
governance and maintenance of law and order. 
5.5.11 According to Brahmananda (2000) the key to the development of the BOMARU 
states lies in the stabilization of their populations. He cites the example of Bihar where 
(despite so many years of family plarming propaganda by the Government) in 1971 the 
crude birth rate was 39.1 per thousand (the second highest in India (after UPJ), which fell 
to 31.7 by 1997 whilst the death rate fell from 13.9 to only 10 in those years respectively. 
So the growth rate of population fell only marginally from 2.52 percent to 2.17 percent. 
5.6.12 This slow progress in reducing the high growth in population, seems to him to be 
due to general inertia and a fatalistic attitude to the future, as the state is characterized by 
feudal land relations and low literacy. 
5.5.13 He also cites the example of Orissa where in 1971 the crude birth rate was 34.6 
per thousand, which fell to 26.5 by 1997 whilst the death rate fell from 15.4 to only 10.9 
(the second highest in India after MP) in those years respectively. So the growth rate of 
population should have fallen to only 2.0 percent, but is now actually 1.56 percent( tliis is 
despite the almost 25 percent tribal population of MP). It is the slow fall in death rates 
which prevents the natural growth rate of population from being much lower. 
5.5.14 In MP where (despite so many years of family welfare propaganda) in 1971 the 
crade birth rate was 39.1, which fell to 31.9 by 1997 whilst the death rate fell from 15.6 
to only 11 (the highest in India) in those years respectively. So the growth rate of 
population has fallen from 2.3 percent to 2.09 percent. This decline in the rate of growth 
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of the population is the lowest in India and reflects the magnitude of the problem in the 
BOMARU states. 
5.5.15 In Assam also (probably because of the family welfare programme) in 1971 the 
crude birth rate was 38.5, fell to 28.2 by 1997, whilst the death rate fell from 17.8 to only 
8.24 in those years respectively. So the growth rate of population has fallen from 2.07 
percent to 1.83 percent. 
5.5.16 In Rajasthan (probably because of so many years of family welfare propaganda) in 
1972 the crude birth rate which was 42.4, fell to 32.1 by 1997 whilst the death rate fell 
from 16.8 to only 8.9 in those years respectively. So the growth rate,.of population fell 
only from 2.56 percent to 2.32 percent. 
5.5.17 In the case of the last BOMARU state viz. UP (inspite of so many years of family 
welfare propaganda) the crude birth rate which was 45 in 1971, fell to 34 by 1997 whilst 
the death rate fell from 20 to 10 in those years respectively. So the growth rate of 
population has fallen only slightly from 2.48 to 2.32 percent. According to him India's 
demographic performance was mainly brought down by UPs poor response to bringing 
down the growth in population. 
5.5.18 This relatively poor performance in reducing the rate of growth in population is 
one of the main weaknesses of the BOMARU states. With states like Gujarat and 
Maharashtra having per capita incomes four or more times that of laggards like Bihar (the 
large difference is further accentuated if one compares the developed areas of the 
advanced states such as Mumbai and Ahmedabad with the rural areas of Bihar and east 
UP). 
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5.5.19 It is the view of this researcher that there are large regional imbalances within 
and between the states in India (i.e. inter and intra-state), like other large developing 
countries and that some states constitute for the major part of the country's aggregate net 
state domestic product (NSDP). These are the states which have' high and rising 
productivity which is determined by the concentration / specialisation in industries / 
services/exports. 
5.5.20 The above view is corroborated by the figures given by Mahanti (2002) who has 
concluded that five prosperous Indian states account for more than half of the NSDP in 
1999-2000 and these are the ones with high per capita NSDP. The position is given in 
exhibits 5.8 and 5.9. 
Exhibit 5.8 
Sr. 
No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
Net state domestic pi 
Name of the state/ 
year 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Delhi 
Goa 
Gujarat 
Haryana 
HimachalPradesh 
Jammu&Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
1980-81 
7755 
95 
2365 
6949 
2556 
334 
7076 
3132 
802 
1308 
6088 
4631 
8357 
15473 
197 
207 
68 
126 
3528 
4373 
4843 
49 
8077 
344 
15605 
•oduct at current prices (in 
1990-91 
31624 
446 
9775 
24940 
10666 
1086 
26133 
12644 
2795 
3622 
22394 
14747 
31602 
59325 
714 
884 
336 
693 
9901 
16452 
21459 
214 
30966 
1193 
55122 
1993-94 
51655 
790 
13477 
34202 
18817 
2002 
42356 
18955 
4151 
5500 
36966 
23851 
45887 
101767 
1141 
1306 
618 
1251 
15861 
27077 
29025 
337 
51642 
1619 
77786 
1995-96 
71796 
1067 
17170 
38423 
25240 
2756 
62017 
25672 
5719 
6973 
50055 
35330 
56631 
140730 
1410 
1689 
859 
1656 
23277 
34275 
41824 
426 
70329 
2073 
102341 
Rs. crores)(new series) 
1996-97 
81517 
1078 
18465 
46671 
30161 
3323 
74802 
30871 
6534 
7851 
58580 
40699 
65166 
155680 
1671 
1853 
983 
1849 
22189 
39323 
51166 
491 
80062 
2500 
122643 
1997-98 
85791 
1192'. 
20211 
52680 
37075 
3581 
79011 
33371 
7432 
8858 
63460 
44883 
70546 
170700 
1945 
2149 
1022 
2137 
27437 
42865 
57064 
583 
92850 
3015 
130370 
1998-99 
102965 
1286 
21597 
57688 
43020 
N.A. 
89486 
37852 
8689 
11128 
76263 
51053 
79052 
185119 
2311 
2534 
1139 
2184 
29850 
47900 
64980 
675 
106956 
3473 
149712 
1999-00 
110525 
1533 
25051 
62759 
49040 
N.A. 
89317 
41627 
9971 
12148 
84686 
58704 
86385 
212216 
2554 
2806 
N.A. 
N.A. 
32729 
54960 
66645 
736 
117825 
3813 
164630 
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26. 1 West Bengal 
27 Others 
10444 
272 
34290 
876 
48398 
2686 
67136 
3678 
74422 
4788 
89595 
5917 
106174 
6302 
122333 
6978 1 
Source: Mahanti (20(K)) 
Exhibit 5.9 
Per capita net state domestic product at current prices (Rs.) 
Per Capita NSDP at current prices (Rs.)1999-2000 
40000 
35000 
30000 
25000 
20000 
15000 
10000 
5000 
0 
Source: Mahanti (2000) 
5.6.0. Other features for determining the relative economic development of States 
5.6.1 This researcher is of the opinion that certain other indicators could be used to 
determine the relative economic development of states i.e. other than growth in NSDP 
and per capita income (PCI). These are the average daily factory employment; per capita 
gross output in industries; per capita value added in industries; the number of motor 
vehicles per lakh( 100,000) of population; bank credits per capita; bank deposits per 
capita; the percentage of villages connected by roads; percentage of population which are 
electricity consumers; ceUular subscribers per thousand population (excluding the metros 
(except Delhi which is a city state))and the number of telephones per hundred population. 
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is given in Exhibits 5.10 (A) to (F) and 5.11(A) to (D). The source for Exhibit 5.10 is the 
Economic Survey of Maharashtra (1999-2000) and 5.11 is Soman (2003). 
Exhibit 5.10 (A) 
Exhibit 5.10(B) 
Per capita gross output in industries (Rs.) P (1997-98) 
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Exhibit 5.10(C) 
Exhibit 5.10(D) 
Motor vehicles per lakh of population (Nos.)( 31-3-97) 
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Exhibit 5.10(E) 
Deposits per capita (Rs.)( 31-3-99) 
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Exhibit 5.10(F) 
Bank credit per capita (Rs.)( 31-3-99) 
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Exhibit 5.11(C) 
Cellular subscribers by population in 1999-2000 
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5.6.2 The eight states with average factory employment per lakh of population at more 
than 120 percent of the national average of 1088 are Delhi, Punjab, Tamil Nadu, Goa, 
Gujarat, Kamataka, Maharashtra and Kerala. These are states in the west, south and 
around the national capital region. 
5.6.3 The middle group comprised of Himachal Pradesh (HP), AP, Tripura'and MP (the 
last two were only two thirds of India's average). 
5.6.4 The laggard states were Rajasthan, Bihar, Orissa and Assam (all more than two 
thirds lower than the national average). These were the BOMARU states and one in the 
north east. No data seems to have been available from the states of Arunachal Pradesh 
(Arunachal), Haryana, Jammu & Kashmir(J&K), Manipur, Meghalaya, Mizoram, 
Nagaland, Sikkim, UP and West Bengal. 
5.6.5 The seven states with the highest per capita gross output in industries were Goa, 
Gujarat, Maharashtra, Haryana, Punjab, Tamil Nadu and Delhi with the lowest among 
them having an output 40 percent higher than India's average of Rs. 8000. 
5.6.6 The middle group with in terms of per capita gross output between India's average 
and 25 percent below it comprised of Kamataka, AP, HP and Kerala. 
5.6.7 The states with the lowest figures were MP, Rajasthan, West Bengal, UP, Orissa, 
Bihar, Assam, Nagaland, J&K, Tripura and Manipur. With one exception these were in 
the north east and the BOMARU ones. 
5.6.8 The states with the highest per capita value added in industries were Goa, 
Maharashtra, Gujarat, Haryana, Delhi, Tamil Nadu and Punjab which had a value added 
of at least 25 percent above India's average of Rs. 1628. 
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5.6.9 The middle level of between plus 25 percent above India's average and 45 percent 
below it are HP, Kamataka, AP, West Bengal and MP respectively. 
5.6.10The states with value added below 45 percent of India's average are Rajasthan, 
Orissa, Kerala, Bihar, UP, Assam, Meghalaya, Manipur, Tripura, J«&K and Nagaland 
respectively. With two exceptions they are either BOMARU states or those in the north 
east. 
5.6.11 The ten states with motor vehicles per laidi of population more than India's 
average of 3912 vehicles were Delhi, Goa, West Bengal, Punjab, Gujarat, Nagaland, 
Haryana, Tamil Nadu, Maharashtra and Kamataka. All in the west, south and some in the 
pocket around the national capital region of India. West Bengal seems to be here because 
there is a significant vehicle production there and Nagaland because there are probably a 
large number of vehicles used in insurgency and other operations and later left there. 
5.6.12 The median group of states with the number of motor vehicles per lakh of 
population between 50 percent and India's average were Rajasthan, AP, MP, Manipur, 
Mizoram, J&K, Meghalaya, HP and Orissa. 
5.6.13 The states where the number of motor vehicles per lakh of population was at less 
than 50 percent of India's average were the states of UP, Arunachal, Sikkim, Assam, 
Bihar and Tripura. With some exceptions these were mainly the BOMARU states and 
those in the north east. 
5.6.14 The nine states with the highest number of villages connected by roads i.e. higher 
than 85 percent were the states of Delhi, Goa, Kamataka, Kerala, Goa, Orissa, Tamil 
Nadu, Tripura, Punjab and Nagaland respectively. With the exception of Nagaland all in 
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the west, south and around the national capital region of Lidia. Nagaland seems to be 
there because of the large number of roads constructed by the government of India to 
combat insurgency and other operations. 
5.6.15 This is one criteria on which some of the important states in the west and south 
Tamil Nadu and Maharashtra do not score high. But their percentage is higher than most 
of the BOMARU states except Rajasthan. 
5.6.16 The eleven states with the highest percentage of electricity consumers were Goa, 
Himachal Pradesh, Tamil Nadu, Kamataka, Punjab, Kerala, Delhi, Gujarat, Haryana, 
Maharashtra and Andhra Pradesh. With the exception of Himachal Pradesh all in the 
west, south and around the national capital region of India. Himachal Pradesh seems to be 
there because of the large number of large generation of hydro-electricity in the state and 
the reasonable rates of electricity there. 
5.6.9 The middle level of between plus 25 percent above India's average and 45 percent 
below it are HP, Kamataka, AP, West Bengal and MP respectively. 
5.6.10The states with value added below 45 percent of India's average are Rajasthan, 
Orissa, Kerala, Bihar, UP, Assam, Meghalaya, Manipur, Tripura, J&K and Nagaland 
respectively. With two exceptions they are either BOMARU states or those in the north 
east. 
5.6.11 The eight states with the highest percentage of cellular subscribers to population 
are the states of Delhi, Kerala, Maharashtra, Punjab, Tamil Nadu, AP and Haryana. All 
are states in the south and west and around the national capital region. 
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5.6.12 The five states with lowest percentage of cellular subscribers to population are 
MP, Rajasthan, Orissa, Bihar and Assam. They are either BOMARU states or those in the 
north east. 
5.6.12 The ten states with the highest percentage of direct telephone lines to population 
are the states of Delhi, Punjab, Kerala, Maharashtra, HP, Tamil Nadu, Gujarat, Kamataka 
, Haryana and AP. With the exception of HP all are states in the south and west and 
around the national capital region. HP seems to have an exceptionally high percentage of 
direct telephone telephone lines because the former Communications Minister was from 
there and seems to have sanctioned these irrespective of economic viability. 
5.6.13 The six states with lowest percentage of direct telephone lines to population are 
MP, J&K, Orissa, Assam, Bihar and Nagaland. They are either BOMARU states or those 
in the north east. 
5.7.0 The above and many other criteria of economic development all show a similar 
picture with regard to the divide in economic development between the states in the west 
and south and to some extent around the national capital region and the BOMARU states 
and states in the north east. 
5.7.1 The above analysis shows that on most of the criteria of economic development it is 
the states in the west and south and to some extent the states around the national capital 
region which score high. The BOMARU states and states in north and east score low. 
This confirms the general hypothesis of the appearance of a north-east south-west divide 
in economic development between Indian states. 
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5.7.2 A similar development divide exists between the coastal and interior provinces in 
China, counties in the United Kingdom and the states in Australia. The liberalization/ 
opening up of the economy in the People's Republic of China has resulted in 
concentration of economic development in the coastal provinces with an average per 
capita income of US$ 1468 (substantially more than China's average of US$ 931 per 
aimum and this area receives 78 percent of all the foreign direct investment (FDI) 
received by China (Pei(2002), Sheehan (1999) and . Shaoguang and Angang (1999)) . 
There is a growing north-south gap in the Competitive Index and the worsening of the 
Regional Imbalance in the United Kingdom (Brown(2001)) but this is said to be due to 
the unfair way in which regional spending is allocated. 
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CHAPTER-6 
ANALYSIS OF EXPORT CONTRIBUTION OF INDIAN STATES 
6.0.0 According to Kathnria (1995) exports can be one of the measures to judge the 
competitiveness of the goods and services being provided by a country. The advantage of 
this measure of competitiveness is that it subsumes both price and non-price factors and 
can be easily'measured in terms of export propensity and market share, i.e. exports can be 
used to measure the relative competitive advantage of the country in producing the said 
goods and services. Provided sufficient comparative state v^ ise data on exports is or 
becomes available (as e.g. in the United Kingdom where regional export figures are 
available (Porter (2003)) from the Office for National Statistics) this researcher feels that 
this can also be used to measure the relative competitive advantage /competitiveness of 
states in India. 
6.0.1. In the schedules enumerated at the end of the Constitution of India (these list the 
subjects on which the states, the Government of India (Union)or both have the 
competence to legislate), Commerce (and thus exports) are the responsibility of the 
Government in India and collection of data on exports is also with the Government in 
India. 
6.0.2 The Directorate General of Commercial Intelligence and Statistics of the 
Government of India has only recently started collecting state wise export figures and 
these are not available in a consolidated form at present. This researcher has therefore 
tried to obtain state wise export statistics from various other sources such as seminars 
held at the World Trade Centre in Mumbai, visiting the web sites maintained by various 
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state governments, the data available with the Centre for the Monitoring of the Indian 
Economy (CMIE) and the Indian Institute of Foreign Trade (IIFT). But the data are 
meager and available for only some states and the values obtained are not comparable. 
Even though this researcher has tried to utilize such data wherever available, still it is 
extremely difficult to quantitatively evaluate the inter-se competitiveness of Indian states 
based only on exports. Therefore, while doing this analysis, since data is not available for 
all states and since this lack of data for the smaller and less important states does not 
significantly affect the results of the analysis, therefore this researcher proposes to limit 
the analysis in this Chapter only to major states as defined in Chapter 1 and to those 
major states for which data is available. 
6.0.3 While doing this evaluation this researcher has tried to draw an indirect inference of 
state exports based on the production of a commodity and the proportion of production 
that is exported and assumed that state wise exports are in the same proportion as 
production and reflect the competitive advantage enjoyed by the state. However, despite 
all precautions having been taken by this researcher while drawing conclusions, they 
could be incorrect in terms of the competitive advantage enjoyed by the state in the said 
goods and services because a disproportionate proportion of one variety of a particular 
commodity (e.g. 90 percent of alphonso mangoes (which forms only a very small 
proportion of total Indian mango production) mainly produced in Maharashtra and which 
command a premium price are exported) may be exported whilst other variejiies of lower 
value may be consumed in greater proportion in India and thus using pro-rata share in 
production to measure exports may be misleading. 
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6.1.0 Using production of agricultural commodities to measure the export 
competitiveness of a state is also dangerous because even though today, India is the 
largest producer of milk, fruits, cashew nuts, coconuts and tea, the second largest 
producer of wheat, vegetables, sugar and fish and the third largest producer of tobacco 
and rice in the world, there is not much export of these products except for fruits and 
vegetables, tea, cashew nuts and tobacco. So state wise production and exports of the last 
five commodities will only be used to evaluate the competitiveness of a state. 
6.1.1 However, the problem in establishing a relationship between production, exports 
and competitiveness of fruits and vegetables is that (based on the experience of this 
researcher when he tried to export the fruits and vegetables produced on the farms of the 
Maharashtra State Farming Corporation, where he was managing director for two years) 
exports of finits and vegetables is closely linked to their distribution and marketing. So 
no matter how much of these is produced are produces in a state, unless they can be 
reached to export markets before they perish there cannot be much competitive advantage 
to the state. Another complication is that production may be in one state and distribution 
and marketing in another, because of advantages due to clustering (brought out by Porter 
(1998) and many others) for a large number of goods. This leads to confusion/ difficulties 
in allocation of export figures and calculation of competitiveness. 
6.2.0 The wholesale markets for fruits and vegetables in India are concentrated in 10 
large cities viz., Delhi, Calcutta, Bangalore, Chennai, Mumbai, Jaipur, Nagpur, 
Vijayawada, Lucknow and Varanasi. These cities account for the arrival of almost 75 per 
cent of vegetables marketed in India. Out of the above Delhi, Calcutta, Mumbai and Pune 
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alone account for the arrival of 55 per cent of vegetables. Delhi and Calcutta alone 
account for the transit trade of 40 per cent in fruits and 13 per cent in vegetables. Delhi, 
Calcutta and Mumbai together receive 59 per cent of total fruits and 46 per cent of 
vegetables. These are also the places from where most of the exports of these 
commodities take place (1998 APEDA study). 
6.2.1 Since it is very difficult to exactly pinpoint which percentage of what commodity is 
the export of a specific state, this researcher has assumed that the place from where 
export takes place is the state to which credit for the exports and thereby the competitive 
advantage accrues. 
6.2.2 The Agricultural Products Export Development Authority (APEDA) has gathered 
statistics on the all India production of and area under various fruits and placed the data 
on its website. This data is reproduced in exhibit 6.0. 
Exhibit 6.0 
Area under and Production of various fmits 
Name of the Fruit 
Apple 
Banana 
Citrus 
Grapes 
Guava 
Litchi 
Mango 
Papaya 
Pineapple 
Sapota/ Chiku 
Others 
Total 
Area (in Hectares) 
1996-97 
222702 
424664 
474732 
42939 
150895 
51223 
1344870 
63005 
68738 
45672 
590090 
3579530 
1997-98 
227679 
441692 
482720 
40842 
151501 
57844 
1381177 
69204 
69050 
48224 
711771 
3681704 
Production (in Metric Tonnes) 
1996-97 
1308379 
10014139 
4456165 
1134667 . 
1601242 
377654 
9981250 
1299296 
924589 
588491 
6346780 
38032652 
1997-98 
1320586 
10324374 
4258514 
969302 
1631410 
454742 
10156963 
1582130 
946732 
629312 
7776854 
40050919 
Source: Indian Horticulture database, National Horticulture Board (NHB), (1999) Website of the APEDA. 
6:3.4 The statewise availability of different agricultural raw material is given on the 
website of the Department of Food Processing Industry of the Government of India from 
where the data in the following sections has been taken. State exports have been 
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calculated by this researcher assuming that the exports of a fruit/vegetable to the total of 
India is in the same proportion as their production is to the total of India. Based on the 
above the state wise calculations (states are listed in alphabetic order) of exports of fruits 
and vegetables are given in exhibit 6.1. 
Exhibit 6.1 
Sr.No 
1. 
2. 
1 J. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
State wise export calculations of fruits and vegetables 
Name of the State 
Andhra Pradesh 
Assam 
Bihar 
Delhi 
Goa 
Gujarat 
Haryana 
Himachal Pradesh 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Total exports (Rs. lakhs) calculated by the 
researcher on the basis of production 
10016.98 
28.95 
1369.91 
294.51 
80.69 
6407.16 
126.37 
6.00 
7312.87 
536.95 
2458.44 
9405.16 
2344.09 
490.26 
2849.69 
5917.10 
660.38 
Data for the year-1997-98. Source: Indian Horticulture Database(NHB),Year 1999), APEDA website. 
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6.4.0 The overall competitiveness of states in the production and exports of fruits and 
vegetables calculated shows that it is Andhra Pradesh, Maharashtra, Karnataka, Gujarat, 
Uttar Pradesh and Tamil Nadu which are the first six based on the production of fruits 
and vegetables and assuming that exports are in the same proportion as production. Even 
though as is shown later it is actually Maharashtra which is the most competitive and also 
exports the largest value of fruits and vegetables. Still the calculations clearly show the 
competitive advantage of the states in the south and west in this area. The state wise 
position is discussed in succeeding paragraphs. 
6.4.1 Andhra Pradesh is strong in grapes and bananas. Even though as per the production 
high exports should have been in mangoes still most of this is consumed within the 
country. Assam is strong in banana, papaya, cabbage and cauliflower. However even 
though production of these products is there, still because of perishability, transportation 
problems and distance from ports there is virtually no export from the state. Bihar is 
strong in the production of litchi, guava, tomato, okra, cabbage, cauliflower, potato and 
onions. Since no export figures are available for the first five commodities and the values 
of the total exports of the other three commodities is not high, even though the exhibit 
shows significant exports from the state it is the estimate of this researcher that the state 
does not have competitiveness in exports of these products. 
6.5.0 Exports from individual states. 
6.6.0 Maharashtra 
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6.6.1 Maharashtra accounts for the largest proportion of exports of fruit and vegetable 
from India and therefore the state has the most competitive advantage, in exports of these 
products. The details are given in the succeeding paragraphs. 
6.6.2 During 1995, onion exports from Maharashtra were 60 per cent of the coimtry's 
total exports of Rs. 230 crores. Out of the total mango exports of Rs. 38 crores, the state's 
share was over 90 per cent in value (mostly of the highly prized Alphonso variety). The 
Thompson seedless grape variety grown in the state is also in great demand in Europe. 
The state also has one third of the India's area of cut flowers grown under green houses. 
Cut flowers like Carnation, Roses, Gladioli and Gerbera are exported to European 
countries and Japan. Pomegranates from the state are exported to countries in the Middle 
East. Maharashtra is also the largest banana producer with over 60,000 hectares under 
banana cultivation and also the biggest exporter of this product. 
6.6.3 In processed foods, Maharashtra has also been a leader in the exports of frozen 
fruits, processed foods like pickles, chutneys, papadoms, jam and jellies. The food 
processing industry here is well-developed, with over 500 units (mostly in the 
small/medium scale sector) and an annual processing capacity of 1,00,000 tonnes. 
Unfortunately, the industry is highly fragmented with a significant presence of merchant 
exporters and traders. Still the producer/manufacturer exporters, particularly in fruits and 
vegetables contribute to a large extent to Indian exports. In recent years corporate activity 
has increased with large trading cum export houses and processed food manufacturers 
like Enkay Texofood, Wimco, Godrej Agrovet, Chordia Food Products, American Dry 
Fruits, etc., focusing on export opportunities. 
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6.6.4 In spite of Maharashtra occupying the top position in the export of fruits, vegetables 
and other horticultural products, concerted action aimed at improving farm productivity 
on a mass scale has been restricted due to lack of crop varieties that were most suitable 
for the food processing industry. Ironically, not much investments in large scale 
processing plants or mass scale technology up gradation (in processing and packaging) 
have taken place in the state. With 20-30 per cent wastage of the farm produce (due to 
inadequate storage/pre-cooling facilities) cost-competitiveness of fruits and vegetables 
from Maharashtra has been suppressed in world markets. 
6.6.5 According to Jog (1998) the Confederation of Lidian Industry (CII) and APED A, 
attempts should be made by Maharashtra to increase yields through use of high yielding 
seeds, efficient farm management techniques, cultivation of varieties which are easy to 
process and reduce farm level losses through investments in storage units at farm centres. 
The CII has tried to launch specific market penetration programmes on an industry wide 
basis, based on product market opportunities, emphasized on the establishment of 
representation in strategic markets either through marketing offices, representatives and 
warehousing arrangements to encourage foreign food processing majors and leading 
international supermarket chains. But more effort is required. 
6.6.6. Along with fruits and vegetables, Maharashtra leads in export of fresh and 
processed flowers. The total area under open floriculture cultivation in Maharashtra is 
estimated to be about 4,000 Hectares out of which only 150 hectares are under 
polyhouses. Most of the polyhouse floriculture units grow roses. A few cultivate 
carnations, gypsophylla, chrysanthemum, etc. 
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6.6.7. Pune and its surrounding areas due to its proximity to the Arabian Sea and being at 
an altitude of 559 Metres above sea level has a temperate climate with moderate 
temperatures, relatively high humidity, good natural resources including technical and 
trained man-power. It is also well connected with Mumbai, by road and rail and the 
latter, has the best connected international airport in India. It also has two of the busiest 
seaports accounting for over half of India's exports. It therefore enjoys a great 
competitive advantage in Floriculture. 
6.6.8. Similarly Nasik and its surrounding areas, being at an altitude of 650 Metres above 
sea level, with a moderate climate and well connected with Mumbai is a favourable 
location for cultivation of horticulture and floriculture crops. 
6.6.9. The overall picture of the competitive advantage of hi-tech Floriculture Projects in 
Maharashtra shows that floriculture under green houses which started in 1992-93 has 
increased significantly. New projects are also being set up while the existing units are 
under different phases of expansion. 
6.6.10. With approximately 55 percent in value of India's total export, Maharashtra is the 
largest contributor to the country's export of flowers, but the production is 35 percent of 
the total quantity in India. Kamataka (the next leading state in export of floriculture 
products) leads in flower production with 45 percent of the total production in India, still 
its share in the export markets is less than that of Maharashtra. 
6.6.11 In addition to fruits, vegetables flowers and other food-agro products the other 
major components in Maharashtra's exports were electronics (1.24 percent); chemicals 
(1.72 percent); textiles (7.60 percent); garments (3.78 percent); leather (1.07 percent); 
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and engineering (4.56 percent). These seven items constituted one third of its exports of 
Rs. 35401 crores in 1998-99. 
6.6.12 These are the sectors (with the exception of Textiles(now)) where Maharashtra 
also has significant competitive advantage. From his personal experience of running a 
large scale agri-business viz. the Maharashtra State Farming Corporation where fruits 
were grown on a significant scale, this researcher estimates that in addition to alphonso 
mangoes (90 percent is exported), bananas (3 percent of India's production), grapes (59 
percent of India's production), oranges and pomegranates which are grown on a 
significant scale and where Maharashtra has a significant competitive advantage in tem:is 
of price and quality are also exported on a significant scale even though proportionate to 
production the quantities of exports seem to be much smaller. 
6.6.13 Estimated region wise exports in 2004-2005 from Maharashtra are given in 
Exhibit 6.2. 
Exhibit 6.2 
Region 
/item 
Mumbai 
Pune 
KoJhapur 
Nagpur 
Auranga 
bad 
Nasik 
IConkan 
Total 
Electroni 
cs 
528.9 
70% 
68 
9% 
Negligibl 
e 
37.8 
5% 
68.0 
9% 
52.9 
7% 
Negligibl 
e 
755.6 
Chemica 
Is 
345.9 
32% 
108.1 
10% 
108.1 
10% 
86.5 
8% 
108.1 
10% J 
108.1 
10% 
216.2 
20% 
1081.0 
Food-
Agro 
790.8 
9.5% 
1498 
18% 
1415.1 
17% 
874.1 
10.5% 
416.2 
5% 
1498 
18% 
11831 
22% 
8324 
Textiles 
1463.7 
35% 
627.3 
15% 
920.0 
22% 
543.6 
13% 
Negligibl 
e 
627.3 
15% 
Negligibl 
e 
4181.9 
Item 
Garment 
s 
1742.4 
65% 
402.1 
15% 
Negligibl 
e 
402.5 
15% 
Negligibl 
e 
134 
5% 
Negligibl 
e 
2680.6 
(value in Rs. 
Leather 
308.1 
41% 
82.7 
11% 
210.4 
28% 
37.6 
5% 
37.6 
5% 
37.6 
5% 
37.6 
5% 
751.4 
Engineer 
ing 
792.0 
32% 
866.3 
35% 
74.3 
3% 
371.3 
15% 
223.5 
9% 
74.2 
3% 
74.3 
3% 
2475.8 
crores) 
. 
Total 
5971.8 
29.5% 
3652.8 
18% 
2727.9 
13.5% 
2352.9 
11.6% 
853.4 
4.2% 
2532.5 
12.5% 
2159.4 
10.7% 
20251 
Notes. 1. The figures in the lower part of each entry indicates the percentage share of the region in sector /item. 
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2. Since the Customs and Excise Departments and the Directorate General of Commercial Intelligence and 
Statistics (DGCIS) (both under the Government of India) are the only organisations keeping authentic 'export data, do 
not make available state wise data on exports, it is very difficult to calculate exactly the exports originating from 
Maharashtra. So this researcher has utilised the figures estimated by the World Trade Centre in their executive 
development certificate programme on export management held on 2°'' and 3''' June 2000 at Aurangabad, where the 
Chief guest was the Maharashtra Minister of State for Industries, Legislative Affairs, Trade, Commerce and Mining. 
3. The two major ports located in Maharashtra viz. the Mumbai port and the Jawaharlal Nehru port (formerly 
the Nhava Sheva port) export almost half of India's exports. However, not all export from these two ports can be 
attributed to Maharashtra. 
4. In arriving at the estimates for 2004-2005 it is assumed that the main sectors will grow at the average 
uniform growth rate of the past on 1999-2000 and that the ratios of contribution by each of the sectors will continue. 
6.7.0 Analysis of the export performance of Maharashtra. 
6.7.1 Maharashtra's share of India's exports in recent years is given in Exhibit 6.3. 
Exhibit 6.3 
Maharashtra's share in Indian exports 
(in rupees crores) 
Year 
1995-96 
1998-99 
2000-01 
2001-02 
Indian exports 
106353 
141604 
203571 
209018 
Maharashtra's exports 
26558 
35401 
50627 
66938 
Percentage share of Maharashtra 
24.97 
25.00 
24.87 
32.02 
Source: Kalnimaya's Maharashtra Key Data and the Economic Survey of Maharashtra 2002-03 and the 
Economic Survey 2002-03. 
6.7.2 These figures show that the state share in exports was the highest among all states 
in India at almost 25 percent earlier and is now almost one third i.e. it was the most 
competitive (and by implication the most innovative among Indian states). As part of 
administrative improvements and to keep up its competitiveness in 2001 the state also 
took a decision in 2001 to institutionalise and foster innovativeness in government. 
6.7.3 From the above table it will be seen that during the last five years while the average 
growth in Indian exports has been at the rate of 10.6 percent the average growth in expor-
ts from Maharashtra has also been at almost the same rate and its share has remained at 
between slightly above a quarter and a third of India's exports. 
175 
6.7.4 This supports the hypothesis of a direct linkage between high percentage in exports 
with competitive advantage of the State in that area, mentioned at the start of tliis chapter 
in paragraph 6.0.0. 
6.8.0 Reasons why Maharashtra has the highest exports. 
6.8.1 The state has been able to encourage exports because it is having: 
(a) High class infrastructure which includes two excellent ports (the Mumbai and 
Jawaharlal Nehru ports through which almost 50 percent of India's trade passes), 
excellent roads (the Mumbai-Pune expressway has already been completed and the four 
laning of various other national highways is in progress), power (at present it is has only 
a marginal deficit in power), etc. 
(b) Exhibition complexes at Mumbai, Pune, Nagpur, Aurangabad, Kolhapur. 
(c) Establishment of a Special Economic Zone(SEZ) in Navi Mumbai and converting 
the existing export promotion zone to a SEZ. 
(d) Estabhshmentofindustrial parks for export industries. 
(e) Increasing the competitiveness of industry through price, quality and delivery 
competitiveness. 
(f) Trying to have a brand/ image of Maharashtra. 
6.8.2 The state has also 
(a) Simplified sales tax and octroi procedures (octroi has been removed from all 
Municipal councils in the state. 
(b) Countered the adverse repercussions of India's commitments to the World Trade 
Organisation (WTO)-through information/ awareness Programmes. 
176 
(c) Ensured provision of trade information through the internet and been in the forefront 
of providing e-govemance and e-commerce facilities such as the single window S ARITA 
system for registration of documents within thirty minutes, the I-SETU system for the 
provision of various certificates required by people within half a day. 
(d) Provided trade education and training. / 
(e) Provided quality testing facilities. 
(f) Done networking of Trade Promotion Organisations (TPOs). 
(g) Coordinated the work of existing state agencies such as the MSSIDC, MIDC and 
district industries centres (DICs). 
(h) Encouraged exports by the cooperative sector (where Maharashtra is strong). 
6.8.3. The Approach to encouraging exports will be by cluster development (which 
maximizes competitiveness (Porter(1998))) and regional specialisation. As part of this 
strategy the sectors and regions where concentrated attention is proposed to be given to 
exports by the Government are given in Exhibit 6.4. It is the target of the state to reach an 
export figure of US$ 25 billion by 2003. 
Exhibit 6.4 
Sectors/Regions where Maharashtra proposes to concentrate for exports 
Sectors 
Agrobased, Marine 
Textiles garments 
Engineering 
Chemicals 
Leather 
Gems and Jewellery 
Computer Software 
Regions 
Mumbai 
Pune/ Nashik 
Nagpur 
Aurangabad 
Kolhapur 
Konkan 
Mumbai-Pune corridor 
6.9.0 Andhra Pradesh 
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6.9.1 In so far as is known to this researcher, with the exception an article in the Indian 
Express ( o f ? February 1998) giving some idea of the export competitiveness of certain 
sectors in the economy of this state, there are no figures available for overall exports from 
this state. This article gives the position as follows. 
"In Andhra Pradesh, the share of manufacturing sector is around 13 percent of state 
domestic product. Pharmaceuticals which account for nine per cent share have export 
dependence to the extent of 40 per cent of production. Agriculture and allied services 
which form a large the state's SDP have a strong export dependence : tobacco - 42 
percent, aquaculture - 90 percent, chillies - 19 percent, etc. These sectors also have 
dominant market shares in the domestic market by virtue of their global 
competitiveness." 
6.9.2 As per the information available with this researcher, exports from this state are 
concentrated in the urban agglomeration comprising of the twin cities of Hyderabad and 
Secunderabad, the port of Vishakapatnam and mainly comprise of agro products such as 
tobacco of which the state is the biggest producer in India. 
6.9.3. There is some information with regard to the tonnage of exports from the 
Vishakapatnam port and the value of exports from Kakinada in the report on Basic Port 
Statistics of India, Transport Research Wing, Ministry of Surface Transport, Goverrmient 
of India, New Delhi, and the twin cities of Hyderabad and Secunderabad but this is of 
not much use to get an idea of the value of exports from this state. 
6.9.4 Horticulture production is also one area where this State has a competitive 
advantage. However, even though Andhra Pradesh is a big producer of grapes, mangoes, 
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bananas, tomatoes and onions and a dominant producer in tobacco, marine products, 
chillies, there is not much of exports of fruits and vegetables including mangoes, because 
they are mostly consumed in the domestic market. However, the high share of exports of 
tobacco, marine products, chillies, supports the hypothesis of a direct linkage between 
high percentage in exports with competitive advantage of the State in that area mentioned 
at the start of this Chapter in paragraph 6.0.0. Since no exact figures for commodity wise 
or total exports are available or projection of exports for the State as a whole can be made 
no comparison with other states can be made. 
6.10.0 Gujarat 
6.10.1 Exhibit 6.5 shows the exports of this State and these are concentrated in the ports 
at Mumbai (including now the Jawaharlal Nehru Port) and Kandla with almost two thirds 
of Gujarat's exports going through them. 
Exhibit 6.5 
Gujarat's exports through various ports 
(in Rs.crores)(l 992-93) 
Name of the port 
Mumbai Port 
Kandla 
Other ports 
Total exports 
11882.48 
1870.12 
1615.05 
Share of Gujarat 
Value 
1765.77 
1355.81 
1615.05 
Percentage 
14.86 
72.50 
100.00 
Source : GITCO's report on "Exports from Gujarat": An Estimate (date not given). 
6.10.2 The breakup of exports from Kandla Port shown in Exhibit 6.6 shows that in 1994-
95 the main concentration was on oil cake (9.49 percent), marine products (7.39 
percent), mineral and other mineral products (4.39 percent) and handicrafts (0.47 
percent). 
Exhibit 6.6 
Exports ftom Kandla port 
(Rupees in thousands) 
Item 1993-94 1994-95 
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Edible oils 
Oil Cake 
Marine Products 
Cotton Waste 
Mineral Products 
Other Mineral Products 
Gems & Jeweller)-
Machine Tools 
Household Engineering Items 
Handicrafts 
Total 
Others 
Grand Total 
798107.13 
4114747.16 
1323358.75 
16179.98 
247140.26 
609421.16 
-
7126.90 
5291.68 
78298.10 
7100671.12 
21417966.48 
28617637.60 
418960.63 
2601730.33 
1585833.86 
15811.16 
333010.45 
871691.90 
523.36 
18532.34 
234.73 
128693.05 
5975021.81 
21450489.92 
27425511.73 
(Source Gujarat Maritime Board). 
6.10.3 Even though there were large fluctuations in values, gems & jewellery, machine 
tools, handicrafts and household engineering Items constituted a significant chunk in both 
1993-94 and 1994-95. These are the areas in manufactured goods where Gujarat has a 
competitive advantage. 
6.10.4 Gujarat is not a major producer of fruits and vegetables with the exception of 
mangoes, onions, cauliflower, cabbage and potatoes. It is also not a major exporter of 
horticultural products. 
6.10.5 The Gujarat State Export Coiporation manages an air cargo complex at 
Ahmedabad airport to facilitate import and export by air by industries in Gujarat. During 
1995-96 the complex handled 106382 packages worth Rs. 1523 crores. In 1996-97 tliis 
increased to 260515 packages worth Rs. 3551 crores. 
6.10.6 Assuming the percentage of exports from Kandla port originating in Gujarat 
continue to be 72.5 percent (as in 1992-93) of the exports by sea even in the later yeai-s, 
the statistics confirm that Gujarat is able to export only those commodities where it has 
competitive advantage, this supports the hypothesis of a direct linkage between high 
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percentage, in exports with competitive advantage of a state in that area mentioned at the 
start of this Chapter in paragraph 6.0.0. 
6.11.0 Tamil Nadu 
6.11.1 Foreign Trade through the ports of Tamil Nadu in 1996-97 is shown in exhibit 6.7. 
Exhibit 6.7 
Foreign Trade through the ports ofTamil Nadu in 1996-97 
(Rs.in lakhs) 
SI. No. 
1. 
2. 
Export/Import 
Exports 
Imports 
Quantum of Foreign Trade 
Tamil Nadu 
1759627 
U96654 
All India 
11752498 
13684435 
% share of Foreign Trade 
through Tamil Nadu Ports 
to All India 
14.97 
10.94 
Source : Foreign Trade Statistics of India March 1997. 
Compilation: Directorate of Economics and Statistics, Chennai-6. 
6.11.2 Exports from Tamil Nadu at 15 percent of Indian exports are the second highest 
among all states in India. The state has been a forerunner in adapting itself for entry into 
the global market subsequent to the liberalisation and opening up of the Indian economy. 
6.11.3 During 1995-'96 Tamil Nadu exports stood at US$ 4.6 billion. In 1996-97 Tamil 
Nadu exports rose to US$ 5.3 billion which accounted for 15.7 percent of all India 
exports and 63 percent of the southern region's exports (though in 1998-99 these had 
reduced to 13.26 percent of all India exports). The latest figures on the exports through 
the ports of Tamil Nadu downloaded from the website of the Tamil Nadu Industrial 
Development Corporation (TIDCO) show the overwhelming importance of the port 
(97.87 percent) and airport(100 percent) of Chennai to the exports from Tamil Nadu. 
6.11.4 Information available on the website of the Govei-nment ofTamil Nadu shows that 
seven items made up about a fifth ofTamil Nadu's exports of Rs. 4760 crores. These are 
Leather and leather products (5.20 percent), Ready-made garments (6.05 percent), Cotton 
textiles (3.78 percent), Engineering products (1.62 percent). Marine products (1.64 
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percent), Handlooms (1.13 percent) and Granites (0.76 percent). These percentages are in 
line with the competitive advantage these products enjoy in the Tamil Nadu economy. 
6.11.5 According to a report in the Indian Express dated February 6, 1998 (^'Exports key 
to states' economic growth" report of the Business Consulting Group, Mumbai submitted 
to the Federation of Indian Export Organisations (FIEO), southern region) Tamil Nadu's 
manufacturing output (which contributes 21 per cent to the state domestic product) is 
significantly dependent bn exports. Textiles and textile products account for about 20 per 
cent of the manufacturing output, leather and leather products account for five per cent of 
the TN's manufacturing output, 75 per cent of the output is exported outside India. These 
sectors also have dominant market shares in the domestic market by virtue of their global 
competitiveness. 
6.11.6 Tamil Nadu is also thus able to compete in international markets in the areas 
where it has^  competitive advantage, this supports the hypothesis of a direct linkage 
between high percentage in exports with competitive advantage of the State in that area 
mentioned at the start of this Chapter in paragraph 6.0.0. 
6.12.0 Karnataka 
6.12.1 The importance of exports to Kamataka's economy can be seen from exhibit 6.8. 
Exhibit 6.8 
Exports fiom Karnataka 
S.No 
1. 
2. 
3. 
4. 
Item 
Total Exports from the Country 
Exports from Karnataka 
Share of Karnataka 
Contribution of Small Scale Units to 
Exports from State 
Rs. in millions 
3,65,000 
11,250 
3.1 % 
30% 
Source: Government of Karnataka website. 
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6.12.2 According to the Business Consulting Group, Mumbai's report submitted to the 
Federation of Indian Export Organisations (FIEO), southern region, in Kamataka, the 
software industry has been mainly responsible for the 7 per cent growth of the services 
sector of the state economy.. An estimated 90 per cent of the software output of the state 
is exported. The report stresses that focused government intervention is critical for 
achieving export targets. This could be tlirough exploiting factor advantage in leather, 
textile, tobacco etc or investing/attracting investment in potential sectors like floriculture 
and software. 
6.12.3 In the horticulture sector Kamataka dominates in the production of grapes, 
mangoes, cabbage, tomato and onions and in the first two and the last its share in Indian 
exports is considerable. 
6.12.4 Kamataka is thus also able to compete in intemational markets only in the areas 
where it has competitive advantage. This supports the hypothesis of a direct linkage 
between high percentage in exports with competitive advantage of the State in that area 
mentioned at the start of this Chapter in paragraph 6.0.0. 
6.13.0 Kerala 
6.13.1 Kerala has encouraged exports by setting up of a nodal agency for export 
promotion KEREXIL, setting up of air cargo complexes at airports, participation in 
intemational trade fairs and by having equity in export oriented companies through 
KINFRA. 
6.13.2 Due to its climate and history of plantations Kerala has a very strong competitive 
advantage in plantation crops such as mbber, palm, coffee, coconut and to some extent 
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tea. Kerala has been able to get a significant part of India's exports in these crops. This 
supports the hypothesis of a direct linkage between high percentage in exports with 
competitive advantage of the State mentioned earUer in this Chapter in paragraph 6.0.0. 
6.14.0 Orissa 
6.14.1 Figures obtained from the website of the Directorate of Export Promotion & 
Marketing Orissa, show that total exports from Orissa which were Rs. 1772.89 crores in 
1995-96, declined marginally to Rs. 1760.45 crores in 1996-97, then increased 
significantly to Rs. 1885.28 crores in 1997-98, stagnated at Rs. 1892.87 crores in 1998-99 
and then spurted to Rs. 2203.38 crores in 1999-2000. These exports were concentrated in 
seven products, viz. Metallurgical products (58 percent). Engineering, chemical and 
allied products (9 percent). Mineral products (13 percent). Agriculture and forest 
products (0.4 percent). Marine products (0.5 percent), Handloom, Handicraft and textile 
products (0.5 percent). Computer software, computer hardware and other electronic 
goods (4 percent). 
6.14.2 These were also the areas where due to nature and government policies Orissa 
gained/ continued to enjoy a competitive advantage. 
6.14.3 Even though Orissa has been classified as one of the BOMARU states by 
Brahmananda from the exports it is quite clear that despite all odds such as repeated 
natural calamities, etc. the Government of Orissa has been able to /maintain Orissa's 
competitive advantage in metallurgical products, mineral products (even though there has 
been some reduction in the latter) and managed to shift the competitive advantage of 
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Orissa from agriculture and forest products and handloom and textile products to 
computer software, computer hardware and other electronic goods and marine products. 
6.14.4 This shows that Orissa is able to compete in international markets only in the areas 
where it has competitive advantage. This supports the hypothesis of a direct linkage 
between high/ increasing percentage in exports with competitive advantage of the State 
mentioned at the start of this Chapter in paragraph 6.0.0. 
6.15.0 Punjab 
6.15.1 Figures obtained from the website of the Government of Punjab that twelve items 
constitute almost 93 percent of the exports from Punjab in 1997-98. These are Cycle & 
Cycle Parts (21 percent), Yam & Textiles (20 percent), Readymade Garments & Hosiery 
(12 percent), Rice (12 percent), Hand Tools (7 percent). Sports & Goods (6 percent), 
Engineering Goods (3 percent). Leather Goods (2.5 percent). Auto Parts (2.0 percent), 
Machine Tools (1.6 percent), Food Products (1.6 percent), Electrical Accessories (1.5 
percent). Handicrafts (1.5 percent). 
6.15.2 Punjab is known as the granary of India. It has a competitive advantage in the 
production of agricultural products such as cereals (from the high yielding varieties 
introduced as part of the green revolution) and food products. It is also the state with a 
very strong concentration of light and small scale industry such as cotton yarn and 
textiles, readymade garments and hosiery, hand tools, sports and goods, engineering 
goods, leather goods, auto parts, machine tools, food products, electrical accessories, 
handicrafts. 
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6.15.3 Over ninety percent of Punjab's exports are concentrated in these twelve products 
where it has a competitive advantage. 
6.15.4 The figures show that Punjab is able to compete in international markets in the 
areas where it has competitive advantage. This supports the hypothesis of a direct linkage 
between high percentage in exports with competitive advantage of the State mentioned at 
the start of this Chapter in paragraph 6.0.0. '. , 
6.16.0 Uttar Pradesh (U.P.). 
6.16.1 This researcher has not been able to obtain any quantitative estimates but from the 
qualitative information which he has obtained by talking to officials of the U.P. 
Government, consulting the website of the U.P. Export Corporation, etc., handicrafts, 
food processing items such as mangoes and potatoes (this is supported by the figures 
given earlier in figure 6.16), textiles, electrical equipment, khadi, leather, sports goods, 
toys, carpets (particularly from Mirzapur district) and garments are the major export 
items. The total exports from the state for the year 1996-97 was estimated at Rupees 
704.5 crores. The type of exports from Uttar Pradesh support the hypothesis of a direct 
linkage between high percentage in exports with competitive advantage 'of the State 
mentioned at the start of this Chapter in paragraph 6.0.0. 
6.17.0 West Bengal 
6.17.1 This researcher has not been able to obtain the total value of exports from this 
State. However, exports figures of certain products where the state has an overwhelming 
position obtained from the website of the government of West Bengal show that it has a 
competitive advantage in jute goods, orthodox tea, etc. Out of the total of 12 million kg 
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of orthodox (Darjeeling) tea produced annually (almost all in West Bengal), eighty 
percent is exported (value between Rs. 66 to 90 crores. The figures for West Bengal also 
show that it is able to export only the goods where it has competitive advantage. 
6.18.0 The discussion in this chapter, shows that even though there are few state wise 
export statistics, still the available statistics for exports from Maharashtra, Andhra 
Pradesh, Gujarat, Tamil Nadu, Kamataka, Kerala, Orissa, Punjab, Uttar Pradesh and 
West Bengal show that exports are mainly frorn Maharashtra (between a fourth and a 
third of India's total exports), Gujarat, Tamil Nadu, Kamataka, Andlira Pradesh and to 
some extent Orissa and in areas where the respective states have a competitive advantage. 
6.18.1 This researcher has not been able to obtain any statistics on the state wise export of 
services which comprise almost 53 percent of India's GDP and drawing any conclusions 
with regard to the competitive advantage of states based only on their manufactured and 
primary commodity exports even though based on sound theoretical grounds may not 
give a true picture of the overall competitiveness/ competitive advantage of the state. 
6.18.2 However, the theory that exports from a state reflect the competitive advantage it 
enjoys and the north-east south-west divide in competitive advantage in India is 
supported by the available statistics on their exports. However, in view of the uncertain 
and scanty figures it will not be totally correct to use the overall exports for calculating 
the competitiveness/ competitive advantage of a state in quantitative terms. 
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Chapter-7 
Comparative Analysis of Competitive Advantage among States in India 
7.0.1 Porter (July-August 1998), using the World Economic Forum (WEF) 1998 
Competitiveness data, has stated that a nation's prosperity depends on more than the right 
macroeconomic conditions. Microeconomic circumstances play an equally important 
role, and need to be understood and addressed by both the private sector and government. 
According to him microeconomic circumstances explain much of. the variation in overall 
national productivity, measured broadly by a nation's GDP per capita. 
7.0.2 Porter (July-August 1998) also states that the controlling micro dimensions differ 
for lower, middle and high income nations. Microeconomic circumstances also have an 
important influence in explaining differences in GDP per capita growth and appear to be 
equal to if not greater than that of macro- economic policy indicators drawn from growth 
theory. Macro policies and micro circumstances appear to have a complementary 
relationship. According to him, this process of moving to more sophisticated ways of 
competing may be referred to as upgrading, that the mere possession or accumulation of 
natural resources is insufficient to give competitive advantage for very long, unless the 
money raised is deployed elsewhere with rising productivity to improve the standard of 
living. Even location is no longer decisive to give competitive advantage for very long. 
Instead, how a country and its residents choose to organise themselves is most important. 
7.0.3 In India macroeconomic policies and conditions are generally determined by the 
Government of India (central government) and states have very little influence on the 
macroeconomic policies of the country. However, microeconomic policies to a large 
extent are determined by the states. 
7.0.4 These observations of Porter when applied to Indian States would mean that the 
micro dimensions differ for lower, middle and high GDP states, that microeconomic 
circumstances are very important in explaining differences in the growth in GDP per 
capita of the states. 
7.0.5 Thus the central issue in economic development, is how to create the conditions for 
rapid and sustained growth in productivity in the state's economy. The mere possession or 
accumulation of natural resources is insufficient (one can see this &om the position of the 
former South Bihar (now Jharkhand) which is one of the most resource rich areas and one 
with one of the lowest GDPs per capita in India); unless available natural resources are 
deployed with rising productivity, a state's standard of living will not improve. Even 
location (such as that of Maharashtra with the largest number of industries and two of the 
busiest ports in the country (accounting for almost 50 percent of India's foreign trade)) is 
no longer decisive and other states (such as Gujarat, Tamil Nadu and Andhra Pradesh) 
can overcome this overwhelming locational and early mover advantage. Instead, how a 
state and its residents choose to organise themselves to improve productivity is the most 
important factor in their competitivity/ competitive advantage. 
7.0.6 For Porter factor conditions refer to the basic inputs that allow competition to take 
place. To increase productivity, factor inputs must improve in efficiency, quality and, 
ultimately, specialisation to particular cluster areas. Early steps needed to move beyond 
dependence on natural resources and cheap labour revolve around putting basic 
administrative and physical infrastructure in place. As economic development moves to 
higher levels, upgrading factor quality takes on growing importance. Higher-quality 
factors are needed to support more sophisticated company strategies and widen the array 
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of potential export industries. Over time, the skills of citizens, technological standards of 
physical infrastructure, the quality of administrative infrastructure and other areas must 
improve if productivity is to rise. 
7.0.7 In the case of Indian states factor conditions refer to the basic infrastructure 
available at any given time vis-a-vis competing states. Here the states in the West and 
South of India (with the exception of notably Punjab, Delhi and Haryana in North India) 
score over the states of the North and East of India. As w^ as seen from a comparison of 
state wise exports in Chapter 6 the higher quality infrastructure (both physical and 
administrative available in the states in the West and South of India and in Punjab Delhi 
and Haryana helps industries and service providers located there to raise productivity, 
take full advantage of their competitive advantage and diversify their exports. 
7.0.8 Porter is of the view that for countries to achieve middle income and go beyond this 
in per capita GDP terms, requires an improving foundation of market-related information, 
including information about government policies and procedures that affect business. 
Also needed is the widening of local factor availability. Local capacity must be 
developed in the many types of physical, knowledge, human and administrative factors. 
7.0.9 Taking into considerations the above observations this researcher is of the firm 
opinion that states which are highly developed in the areas of the knowledge economy, 
have developed their human resources and have a reasonably effective administration 
(the states are located mainly in the south and west of India) are the ones which lead the 
country in GDP growth, productivity, exports and the competitive advantage they enjoy 
vis-a-vis competing states. 
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7.0.10 According to Porter while external sources of capital will flow to a country that is 
demonstrating progress on the microeconomic fundamentals, foreign capital flows are 
greatly enhanced by open, well-regulated and efficient local banking and capital markets. 
These bring down the spread between the cost of funds and the cost of capital to 
businesses and help ensure that capital flows to the most productive uses. An ample pool 
of local savings is beneficial to bring down the costs of funds, capture returns to cap- ital 
within the economy, and dampen the volatility that often accompanies international funds 
flows, pension reform, among other policies, can play a major role in the rate of national 
saving. 
7.0.11 Porter (July-August 1998) is of the view that to reach an advanced stage of 
development, the last step in factor upgrading is increasing the specialisation of factors 
around industry clusters and that achieving very high levels of productivity depends on 
the presence of highly specialised pools of skills, applied technology, infrastructure and 
sources of capital that are tailored to the needs of particular industries. 
7.0.12 He states that the context for firm strategy and rivalry refers to the rules, incentives 
and norms governing the type and intensity of local rivalry and that less developed 
economies tend to have little local rivalry. Moving to an advanced economy requires that 
vigorous local rivalry develops and shifts from input costs and imitation to process 
efficiency and ultimately to innovation and differentiation. According to a study done by 
Sakakibara (2000) there is robust evidence that domestic rivalry has a positive and 
significant relationship with trade performance measured by world export share; that local 
competition, not monopoly, collusion, or a sheltered home market, pressures dynamic 
improvement that leads to international competitiveness; that this depends on the climate 
192 
for investment in its various forms necessary to support more sophisticated means of 
competition and higher levels of productivity. This includes the structure of the tax 
system, the corporate governance system, labour market policies affecting the incentives 
for workforce development and intellectual property rules and their enforcement. 
7.0.13 According to him the other crucial part of the context for strategy and rivalry are 
local policies affecting competition itself. Such areas as trade and foreign investment 
policy, government ownership and licensing rules and antitrust policy have a vital role in 
setting the intensity of local rivalry. Early progress depends on some level of political and 
macroeconomic stability for there to be any long-term investment; that the role of 
government is very important as it shapes factor conditions, e.g. through its training and 
infrastructure policies. The sophistication of home demand is influenced by regulatory 
standards and processes, government purchasing and openness to imports. Distinct roles 
for government also exist at the national, state and local levels. In addition to 
government, many other institutions have a role in economic development. Universities, 
infrastructure providers, standard-setting agencies and several others contribute to the 
business environment. Such institutions must proliferate and improve in quality to 
support more productive modes of competition. 
7.0.14 He is of the view that finally, the private sector itself is not only a consumer of the 
business environment but can and does play an important role in shaping it. Individual 
finns and cooperatives can and do take steps, such as establishing schools, attracting 
suppliers, or defining standards that not only benefit them but improve the overall 
environment for competing. Collective industry bodies, such as trade associations and 
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chambers of commerce, also have important roles to play in improving infrastructure, 
upgrading training institutions and the like, that are not oflen recognised. 
7.0.15 When Porter's observations are applied to Indian states it is observed that trade 
performance in the sector measured by the share hi Indian exports of the sector is correlated 
to the existence of rival firms offering the same type of goods and services ; that 
competition within the city/ area/ state is the catalyst to high competitiveness. The data 
shows that competitive advantage of a state is to a large extent determined by a climate 
supporting greater competition and higher productivity. For Indian states and urban 
agglomerations this includes to some extent the sales tax (this is now proposed to be 
replaced with an all India Value Added Tax (VAT) and octroi system, the local labour 
laws and labour market policies (such as the various Shops and Establisliment Acts of the 
states) affecting the incentives for development of the workforce and the effectiveness of 
enforcement of intellectual property rules. 
7.0.16 The view of this researcher is that it is the states which enjoy the biggest 
competitive advantage vis-a-vis competing states are the ones with reasonably open, 
well-regulated and efficient local banking and capital markets, are the ones with the 
higher levels of small savings (e.g. Gujarat, Maharashtra, Tamil Nadu) which attract the 
maximum amount of local and foreign investment. 
7.0.17 It is also the view of this researcher that the states with the largest production of 
highly specialised skilled technical manpower, best available infrastructure and nearest to 
the sources of capital (e.g. the city of Mumbai which has the biggest concentration of 
economic capital in the country being the capital, has given the Maharashtra an 
overwhelming competitive advantage ) are the ones which enjoy the maximum 
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productivity, with the highest GDP per capita and thus the maximum competitive 
advantage. 
7.0.18 Theoretically speaking economic development involves successive upgradation in 
the business environment to support increasing productive ways of competing. It is 
Porter's view that nations at different levels of development face different challenges i.e. 
when income levels are low, firms depend on low-cost labour and local natural resources. 
At middle income levels suppliers, information, technological infrastructure, buyer 
sophistication, are important and more local rivalry occurs. According to him formation 
of clusters, growing sophistication of competition and specialisation by geographic area 
are needed at high-income levels. This also involves increasing specialisation, so as to 
reach high levels of productivity. It is also his view that governments must anticipate 
(because of the lead times involved) and put in place somewhat ahead of time the 
infrastructure, institutions and policies needed for the next level of competition, but while 
doing this they should not move too far ahead of local firms' strategies and capabilities. 
As otherwise anomalies such as highly trained engineers not finding suitable jobs, 
research institutes sitting idle, etc., will happen. He feels that macroeconomic policies 
that foster high rates of capital investment are beneficial, but these alone will not translate 
into rising productivity unless the specific forms of investment are appropriate, there are 
available skills and supporting industries to make the investments efficient and 
competitive and corporate governance pressures are strong enough to provide market 
discipline. 
7.0.19 Applied to the cases of Indian states some of these anomalies such as the problem 
of educated unemployed (i.e. those who have been educated significantly but are unable 
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to secure employment because they do not have the skills or are unwilling to do the work, 
that is available in the local market) have already developed in many Indian states. Along 
with this is the problem of shortage of persons with the right skills (graduates from the 
Indian Institutes of Technology; Indian Institutes of Management and software 
professionals the right skills command high salaries). Further better administration, 
encouragement to inward investment and state of infrastructure provided by the various 
states varies significantly with the states in the south and west (particularly Maharashtra 
(with as in the island part of the city of Mumbai highly reliable but comparatively 
expensive power) and Kamataka, Andhra Pradesh and Gujarat) having comparatively the 
best position on all these. 
7.1.0 Since complete data is not available for all states and since this lack of data for the 
smaller and less important states does not significantly affect the results of the analysis of 
the competitive advantage of Indian states, therefore this researcher proposes to draw 
conclusions only for states for which significant data is available. However, before this 
detailed analysis is done, this researcher will try to list out the areas of competitiveness of 
as many states as possible for which data is available on the websites of the state 
governments, the India Investment Centre (IIC), India Infoline, and other sources too 
numerous to be individually listed. 
7.1.1 India News (December 12, 1996 (No. 12/96)) has done a ranking of Indian states in 
terms of foreign direct investment (FDI). Four states accounted for over half of the FDI 
approved between August 1991 and December 1995. These are Delhi (24.5 percent), 
Maharashtra (15.7 percent). West Bengal (7 percent) and Tamil Nadu (5.1 percent). 
According to it investors prefer states with well-developed infrastructure, political 
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stability and promising investment prospects. State Government's support, degree of 
urbanisation and social infrastructure have been referred to as additional points. In their 
opinion Gujarat, Orissa, Kamataka and Andhra Pradesh which at that time had between 
2.5 to 4.5 percent each of the total investment approvals also have considerable potential. 
It stated that additional transparent investment policies, quick approvals and attractive 
packages are being considered by them to increase their shares of FDI. 
7.1.2 The World Economic Foram magazine World Link has ranked Indian states in its 
1996 Davos special issue. According to this Maharashtra ranks first in preference in all 
but two of the twelve determinants of FDI. 
Government attitude 
Transport facilities 
Telecom facilities 
Good labour relations 
Ease of attracting outside staff 
Law and order 
Quality of local administration 
Access to well developed ports 
Overall quality of life 
Educational facilities 
Cost of property 
Composite rating 
Ranking 
First 
Maharashtra 
Maharashtra 
Maharashtra 
Gujarat 
Maharashtra 
Maharashtra 
Maharashtra 
Maharashtra 
Maharashtra 
Maharashtra 
Tamil Nadu 
Maharashtra 
of the States 
Second 
Gujarat 
Gujarat 
Delhi 
Maharashtra 
Gujarat 
Gujarat 
Gujarat 
Tamil Nadu 
Kamataka 
Delhi 
Kamataka 
Gujarat 
Third 
Kamataka 
Tamil Nadu 
Kamataka 
Kamataka 
Kamataka 
Kamataka 
Kamataka 
Gujarat 
Delhi 
Kamataka 
Andhra Pradesh 
Kamataka 
7.1.3 The competitiveness of states and union territories for which data is available 
shows that even though many states produce fruits and vegetables, have competitiveness 
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in certain industries due to location of raw materials still they lose this competitiveness 
because of remoteness from the main consumers. 
7.1.4 Andaman and Nicobar islands 
They produce some fruits (bananas (7850 tonnes), mango (3610 tonnes) and papaya 
(1825 tormes)) and vegetables (brinjal/ eggplant (2310 tonnes), okra (2024 tormes), 
tomato (900 tormes), cauliflower (75 tonnes) and cabbage 50 toimes)). (Data for 1994-
95. Source National Horticulture Board production yearbook, 1997). All this production 
has to be consumed locally because of distance from the mainland and transport 
problems. Their main competitive advantage is in tourism because tourists are wilUng to 
travel long distances, (unfortunately, this is limited because of restrictions by the 
Government of India). 
7.1.5 Andhra Pradesh 
7.1.5.0 The Major minerals available in the state are: Chrysolite asbestos, copper ore, 
manganese, mica, coal, limestone, oil & natural gas, silica, lead ore. Iron ore etc. 
7.1.5.1 The Major industries in the state are: Machine tools, synthetic drugs, 
pharmaceuticals heavy electrical machinery, ships, fertilisers, electronic . equipment, 
aeronautical parts, cement & cement products, chemicals, asbestos, tobacco manufacture, 
glass and watches. Based on the availability of raw materials, agribusiness opportunities 
identified in the state are cut-flowers, palm oil, contract farming, castor oil complex, 
spice oils and oleoresins, tissue cultured plants. 
7.1.5.2 Opportunities identified in the chemical sector in the state are caustic soda, citric 
acid, oxo-alcohols, ceramic colours, vinyl acetate monomers. Opportunities in the drugs 
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and pharmaceuticals sector identified are antibiotics, sulpha-drugs, vitamins, coitico 
steroids, anti-tuberculosis drugs, gelatin, intra-venous fluids. 
7.1.5.3 Opportunities identified in the food processing sector are cold storages, fruit 
processing complex, fi-ozen vegetables, dehydrated foods, high fructose syrup, packaging, 
poultry based processing food, malted food. 
7.1.5.4 The focus areas identified by the state are specific sectors that offer high growth 
opportunities. Out of these seven are in agriculture viz. agriculture, poultry, horticulture, 
dairy, rice and agro-industry; five in industry viz. labour-intensive export-oriented 
industries (e.g., garments and leather products), mining-based industries, 
pharmaceuticals, construction and infrastructure in industry and seven in services viz. 
basic information technology services, knowledge-based services, logistics, tourism, 
small-scale service enterprises, healthcare and education. 
7.1.5.5 The software opportunities identified are optical fiber cables, computer aided 
design (CAD) /computer aided management (CAM), data entering and data capturing 
services, electronic components, geographical information system, object oriented design 
and RDBMS, software re-engineering, telecom switches, terminal equipments, 
networking equipments. 
7.1.5.6 The mineral opportunities identified are Barium Components, Pre-Fabricated 
Housing, Coal Washery, Diamond Cutting and Publishing, Cutting and Polishing of 
Precious and Semi-precious Stones, Titanium dioxide. Fly Ash Bricks, Blast Furnace 
Slag Cement. 
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7.1.5.7 The petrochemicals opportunities identified are petrochemicals' complex, poly 
vinyl chloride, styrene butadien rubber, butyl rubber, polymethyl methcrylate, chemical 
terminal at ports. 
7.1.5.8 The competitive advantage of the state is its agricultural wealth. It is a leading 
producer of tobacco and fruit (particularly mango), among India's top rice producing 
states and rapidly building strengths in knowledge-based sectors such as Information 
Technology. 
7.1.5.9 The structure of the state's economy is basic metals and products (44.04 percent), 
petrochemicals and chemicals (30.78 percent), food and agro products (7.69 percent), 
textiles and allied products (6.45 percent), sei-vices and miscellaneous activities (4.36 
percent), minerals (3.04 percent), paper and allied products (2.26 percent), transport 
equipment and components (1.38 percent). 
7.1.6 Arunachal Pradesh 
7.1.6.1 The main industries are : Mainly forest based industries. It also has a.number of 
medium and small scale industries such as saw mills, plywood and mills, rice mills, fruit 
preservation units, oil expellers, handloom and handicraft industries. 
7.1.6.2 The main commercial crops are: fruits (pineapple (29400 tomies) and apples 
15225 tonnes)) (Data for 1997-98). (Source National Horticulture Board production 
yearbook, 1999) and oilseeds (rapeseed and mustard (21 tormes)) ((Source-Agribusiness 
Information Center,FICCI,Year-1995-96). All this production has to be consumed locally 
because of distance from markets and transport problems. Secondary sector employment 
is mainly in the forest-based industries and also carpet making. Tertiary sector 
employment is mainly in government jobs. 
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7.1.6.3 The main area of competitive advantage is tourism (unfortunately this is limited 
because of restrictions by the Government of India). 
7.1.7 Assam 
7.1.7.1 The major industries are mainly agro-based and forest based industries, such as 
tea processing, sericulture, cane, bamboo, silk, sugar, paper, plywood, rice milling. Other 
industries are ivory, jute, petrochemicals, exploration, exploitation and refining of 
petroleum, handlooms, carpentry, brass and metal crafts. 
7.1.7.2 The major agriculture crops are : Rice, sugarcane, pulses, wheat, barley, mustard, 
oil seeds, tobacco, jute. 
7.1.7.3 The major plantation crop is tea. Production is 2.69 lakh tonnes a year. 
7.1.7.4 The major cottage industries are: Handloom, sericulture, cane and bamboo 
articles, carpentry and brass utensils. 
7.1.7.5 The minerals available are: Mineral oil and natural gas, coal, limestone, refractory 
clay and dolomite. The State has two oil refineries and a fertiliser factory at Namrup. 
7.1.7.6 The state has competitive advantage in tea processing, sericulture, cane, bamboo, 
petrochemicals, exploration, exploitation and refining of petroleum and handlooms. 
7.1.8 Bihar 
7.1.8.1 The major industries were (now most of these are in Jharkhand): steel, sponge 
iron, coal mining, oil refinery, heavy engineering, forging, fertilisers, jelly filled 
communication cables, high tension insulators, watch factory, ceramic capacitors, 
television-receivers, fhait processing, bulk drugs. 
7.1.8.2 The minerals available were: Coal, Mica, Copper Ore, Uranium, Limestone, 
China Clay, Fire Clay, Bauxite, Kyanite. 
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7.1.8.3 The major crops : paddy, wheat, maize, pulses, sugarcane, potatoes, tobacco, 
oilseeds, onion, chilies, jute, mesta, fruits, etc. 
7.1.8.4 After the division of the state and transfer of the main mineral bearing and 
industrial areas to Jharkhand the state now has competitive advantage only in oil refining, 
fruits, paddy, sugarcane. It is unfortunate that this agriculture rich state is the lowest in 
competitive advantage among large Indian states. 
7.1.9 Dadra and Nagar Haveli 
7.1.9.1 The main products are: fruits (7100 toimes) and vegetables (13565 tonnes). (Data 
for 1994-95).( Source National Horticulture Board production yearbook, 1997). 
7.1.9.2 The main areas of competitive advantage are manufacturing and vehicle 
registration (this is reduced now with Maharashtra taking action to levy entry tax on 
vehicles registered outside the state). 
7.1.10 Delhi 
7.1.10.1 The Major Industries are: Manufacture of razor blades, sports goods, radio & TV 
parts, plastic & PVC goods, textiles, chemicals, fertilizers, soft drinks, hand & machine 
tools, services such as telecom and educational facilities. 
7.1.10.2 The Industrial products: Include T.V. sets, musical instruments, electrical goods, 
light engineering machines, automobile parts, sports goods, bicycles, plastics and PVC 
goods, textiles, fertilisers, medicine, hosiery, leather goods, soft drinks etc. There are also 
units for metal forging, jewellery, hand woven textiles etc. 
7.1.10.3 The main areas of competitive advantage are services and the concentration of 
the central government in this city state. Another area is building construction where due 
to consumer demand large activity is taking place in the region around the city. 
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7.1.11 Goa 
7.1.11.1 The main production is : fruits (bananas (10400 tonnes), mango (40000 tonnes) 
and pineapple (6600 tonnes)). (Data for 1994-95). (Source National Horticulture Board 
production yearbook, 1997). All this production is consumed locally because of distance 
from markets and transport problems. 
7.1.11.2 The main areas of competitive advantage are liquor (including whisky and feni), 
iron ore, some assembly units (such as a watch factory) and tourism (this is one of the 
mainstays of the economy). 
7.1.12 Gujarat 
7.1.12.1 The major industries are: Textiles, chemicals, pharmaceuticals, dyes, fertihser, 
cement, sugar, engineering, petrochemical industries such as IPCL, Gujarat Oil Refinery 
and the dairy industry at Anand and Mehsana. This is an area where the state enjoys 
competitive advantage. 
7.1.12.2 The major crops : tobacco, cotton, groundnut. 
7.1.12.3 The major Cash crops : Isabgol, cumin, sugarcane, mango, banana. 
7.1.13 Haryana 
7.1.13.1 Its competitive advantage is that it borders the national capital from three sides 
and one-third of Haryana falls under the National Capital Region so the consuming 
market is not far. The state also has a developed banking system with over 4500 bank 
branches. These are the areas where the state enjoys competitive advantage. 
7.1.13.2 The Major Minerals: Limestone, slate, dolomite, building stone, China clay and 
marble. 
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7.1.14.1 The Major Industries: Automobile & Auto Parts, Bicycles, Tractors, Machinery, 
Consumer durables, Handloom & Handicrafts, Sanitary ware & Glassware, Scientific 
Instruments, tourism and education (it has a rich reservoir of trained and skilled 
manpower. There are 7 reputed institutes of Engineering and Technology, 26 
Polytechnics, 185 industrial training institutes and a network of training-cum-production 
centres which conduct courses in special crafts. Every year about 30,000 students pass 
out from these institutions). 
7.1.15 Himachal Pradesh 
7.1.15.1 The Major Minerals are: Rock salt, slate, gypsum, limestone, barite, dolomite 
and pyrite. 
7.1.15.2 The Major Industries are breweries, textiles, npk-balanced granulate fertilisers, 
electronics & telecommunication, cement, fruit processing, tourism. The State also has 
industries based on agro-horticulture produce, herbal resources, wood and sericulture and 
electronic industries. It has one of the biggest fruit processing and plants in Asia at 
Parwanoo. Three cement plants have also been set up. These are the areas where the state 
enjoys some competitive advantage but its remoteness from the consuming markets and 
transport problems limit this. 
7.1.15.3 Small-scale sector: microscopes, medicines watch parts, clinical and industrial 
thermometers, surgical equipments. 
7.1.16 Jammu and Kashmir 
7.1.16.1 The major industries are: Handicrafts including papier-mache wood carving, 
carpets, shawl making, embroidery and tomism. Major products are Drugs and 
medicines, hides, skin, paints, glassware, woollen goods and carpets. 
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7.1.16.2 The major crops : Wheat, maize, rice, jowar, bajra, barley, sugarcane, pulses 
and fruits millets, saffron, tobacco, poppy and grape. The horticulture industry in 
Kashmir has become the bulwark of rural economy in the state. This industry earns a 
revenue of over Rs. 50 crores yearly and provides job facilities to the thousands of people 
directly and indirectly. The main fruits are Apples, Pear, Cherries, Walnut, Almond, 
Peaches, Saffron, Apricot, Strawberry, Plums. 
7.1.16.3 Exports are Plastic products. Textile items including hosiery products. Cricket 
bats and other sports items. Walnut, walnut kernels. Bitter apricot nuts. Foundry fluxes 
and chemicals. Chemical and basic drugs. Sewing Machines. 
7.1.16.4 Export potential is in Processed foods. Fruit juice concentrate. Leather products. 
Silk and silk products. Herbs and herbal products. Honey, Welding electrodes, 
Floriculture. These are the areas where the state enjoys competitive advantage but this is 
also limited because of the distance from markets and the perception of terrorism. 
7.1.17 Karnataka 
7.1.17.1 From the website of Centre for International Private enterprise the major 
agriculture crops of Karnataka are coffee, ragi, rice, sorghum, bajra, maize, cardamom, 
apricot, coconut, cotton, cashew and groundnut, chillies, castorseed, sugarcane, tobacco 
and oilseed (safflower). It accounts for 59 percent of the country's coffee production and 
47 percent of the country's ragi production. The state is fifth in oilseed production. 
7.1.17.2 The major industries are: machine tools, aircraft, rail coaches, telephone 
instruments, electronic & telecommunication equipments, glass, batteries, electric 
motors, textiles, silk, hosiery, porcelain, ceramic, sugar, capacitors, mining-metal, tools. 
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cement, motorcycles, fertilisers, watches, software, higher and technical education, 
tourism and other services. 
7.1.17.3 Important public sector units are Hindustan Aeronautics, Hindustan Machines 
Tools, Bharat Earth Movers Limited, Bharat Electronics Limited, Bharat Heavy 
Electricals Limited, Indian Telephone Industries Limited and the National Aeronautical 
Laboratory. 
7.1.17.4 The major minerals are: High-grade iron ore, cooper, manganese, chromite, 
china clay, lime stone, magnetite. Gold. 
7.1.17.5 These are the areas where the state enjoys competitive advantage. 
7.1.18 Kerala 
7.1.18.1 The competitive advantage of the state are its strategic location on the trans-
national trade corridor, well connected road and rail network, three international airports 
at Thiruvananthapuram, Kozhikode and Cochin, an international seaport with container 
cargo handling facility at Cochin, excellent communication network, highest density of 
science and technology persormel, hundred per cent literate workforce, highest physical 
quality of life index, India's most advanced society, rich natural resources - minerals, 
marine products, agri-products, a range of industry - specific walk-in-and-manufacture 
environments, quality power and water supply. 
7.1.18.2 The major industries are: Handloom, cashew, coir and handicrafts, rubber, tea, 
ceramics, electric, electronic appliances, telephone cables, transformers, bricks, tiles, 
drugs, chemicals, paints, pulp, paper, newsprint. 
7.1.18.3 The major minerals are: Ilmenite, Rutile, Monazite, Zircon, Sillimanite, clay and 
quartz sand. 
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7.1.18.4 The major cash and other crops are: Coconut, rubber, pepper, cardamom, cocoa, 
cashew, arecanut, sugarcane, coffee, tea, ginger, rice and tapioca, banana, pineapple, 
mango, jackfruit, timber such as teak black wood, ebony, softwood and rose wood. These 
are the areas where the state enjoys competitive advantage 
7.1.19 Lakshadweep 
7.1.19.1 The main products are: fruits (coconuts (22000 tonnes), bananas (253 tonnes) 
and papaya (310 tormes). (Data from 1994-95. Source National Horticulture Board 
production yearbook, 1997). 
7.1.19.2 Unfortunately all this production has to be consumed locally because of distance 
from the mainland and transport problems. Their main competitive advantage is in 
tourism because tourists are willing to travel long distances, (unfortunately, this is limited 
because of restrictions by the Government of India). 
7.1.20 Madhva Pradesh 
7.1.20.1 The major industries are: Optical fibres, automobile parts, soyabean processing, 
cement, fertilisers, paper and pulp, tyre and tubes, gases, jelly filled telephone cables, 
electronic goods. 
7.1.20.2 The unportant public sector units are: Bhilai Steel Plant, Bharat Heavy 
Electricals at Bhopal, Bharat Aluminium plant at Korba, Security Paper Mill, 
Hoshangabad, Bank Note Press at Dewas, Newsprint mill at Nepanagar and Alkaloid 
factory at Neemuch. 
7.1.20.3 The major minerals are: Limestone, bauxite, coal, iron etc. 
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7.1.20.4 The major cash and other crops are: Jowar, wheat, rice, coarse grains, oilseeds, 
cotton, sugarcane, soyabean (the state is one of the biggest producers of this). These are 
the areas where the state enjoys competitive advantage. 
7.1.21 Maharashtra 
7.1.21.1 The major minerals are: Limestone, bauxite, coal, iron, etc. 
7.1.21.2 The major industries are: Optical fibres, automobiles, scooters, automotive 
components, soyabean processing, cement, fertilizers, paper & pulp, tyre and tubes, 
gases, jelly filled telephone cables, electronic goods, dairy industry (particularly Wama 
and Alaknanda), services particularly in the financial sector). 
7.1.21.2 The major crops: Paddy, jowar, millet, wheat, and soyabean. 
7.1.21.3 The major cash crops are : Sugarcane, groundnut, cotton, fruits such as grapes, 
pomegranates, ber, mangoes (particularly of the alphonso variety), guava and oranges. 
These are the areas where the state enjoys competitive advantage and because of its 
location close to the consuming and export markets the state has been able to establish an 
overwhelming competitive position over almost all other Indian states. 
7.1.23 Manipur 
7.1.23.1 The major industries are : A steel re-rolling mill, plywood factory, spinning mill, 
cycle corporation and a cement plant, weaving and pisciculture are other important and 
traditional means of livelihood in the valley, logging, cultivation of a few cash crops, 
handloom and handicrafts are the traditional sources of additional income in the hills. 
Unfortunately all this production has to be consumed locally because of distance from the 
mainland and transport problems. Tourism is also unfortunately limited because of 
restrictions by the Government of India. 
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7.1.24 Meghalava 
7.1.24.1 The major crops are: Rice, maize, wheat, potato, jute, mesta, cotton, mustard, 
arecanut, ginger, turmeric, betelvine, black pepper, tea, mushroom and tomato. The state 
also produces substantial quantities of fruits (such as oranges, peaches, pineapples, pears, 
guavas, plums and bananas), plenty of potatoes, tapioca, bay leaves, ginger, maize and 
jackfruit, poultry and eggs. Even though at present, the food processing industry accounts 
for nearly 19% of total industrial outputs, generates 18% of industrial GDP and employs 
19% of the industrial labour force with only 5.2%) of total industrial investment still the 
high cost of packaging material, lack of infrastructure such as cold storage, high 
incidence of taxes and duties, inadequate marketing facilities and non-availability of 
disease free zones for meat and poultry processing limit this competitiveness. 
7.1.24.2 The major minerals are: Coal (reserves are 562 million tonnes), silimanite, 
limestone, dolomite, fire clay, feldspar, quartz and grass sand. 
7.1.24.3 The major industries are plywood (the Meghalaya Plywood Factory is one of the 
biggest in eastern India) and cement. Other industries are essential oils like Citronella Oil 
and aromatic chemicals, Cinnamon Leaf Oil, granite, jute goods, steel structures, 
transmission poles, absorbent cotton wool, tourism and a tantalum capacitor project. 
7.1.25 Mizoram 
7.1.25.1 The major crops are sugarcane, tapioca and cotton 
7.1.25.2 Major industry is negligible. Handloom and handicrafts are traditional means of 
livelihood. The bamboo products of Mizoram are very famous. 
7.1.26Naga|and 
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7.1.26.1 The main agricultural practice is that of Jhum or shifting cultivation. Traditional 
village industries based on local forest product form the backbone of the secondary 
sector. The state also possesses some natural oil reserves (but their exploitation is 
uneconomical). 
7.1.27 Orissa 
7.1.27.1 The major minerals are: coal, iron ore, bauxite, chromite, limestone, manganese 
ore. It also has tin, nickel, vanadium, gemstones, granite, some diamonds and gold. Water 
resources are plentiful. Because of these advantage Orissa has steel plants, thermal power 
plants, alumina/ aluminium projects and oil refineries. The project proposals in hand 
include 13 steel plants, half a dozen large power projects three alumina/ aluminium 
projects and two green field oil refineries at Paradeep and Haridaspur. 
7.1.27.2 Future of mineral based industries. Instead of exporting raw materials; outside the 
State, efforts would be made for processing ores (washing, crushing, sizing, beneficiation 
, etc.) inside the State for value addition to provide greater employment and generate 
greater tax resources. Efforts would also be made to set up manufacturing industries 
based on minerals (for fiirther value addition) and granite and coloured gemstones. 
7.1.27.3 The major cash crops are : finaits, vegetables, cashew, oil seed, coconut, 
turmeric, cotton, sugarcane, etc. Soyabean, sunflower. Post harvest storage facilities, cold 
storage, processing facilities for the above and for cotton and pisciculture, oilpalm, 
rubber, tea/coffee, sericulture and spices could be areas of competitive advantage. 
7.1.27.4 The major industries are steel plant, heavy water project, coach repairing 
workshop, aluminium smelter, fertilizers, tourism, leather, ferro alloys, electronics. 
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plastic handicrafts and handlooms. These are the areas where the state enjoys competitive 
advantage 
7.1.28 Pondicherrv 
7.1.28.1 The main products are: fruits (bananas (11541 tonnes), mango (5160 tonnes), 
papaya (1088 toimes), citrus (540 tonnes), guava (506 tonnes) and sapota (295 tonnes)), 
vegetables (tomato (5960 tonnes), brinjal/ eggplant (4515 tonnes), okra (4040 tonnes) and 
onions (780 tonnes). (Data from 1994-95. Source National Horticulture Board 
production yearbook, 1997). 
7.1.28.2 The main industry is education (through the Tamil and French media)and 
tourism. These are the areas where the state enjoys competitive advantage. 
7.1.29 Punjab 
7.1.29.1 Pre-partition the then East Punjab had a few woolen mills in Amritsar and 
Dhariwal, some old iron foundries in Batala and Mandi Gobindgarh and a couple of sugar 
mills. During the '50s and '60s, there was an explosion in the number of established light 
industrial units. These produced bicycles, sewing machines, agricultural implements, 
medical instruments, hosiery, machine tools and sports goods or parts for these goods. 
This phase saw the emergence of a few units to process agricultural produce such as 
sugar mills at Batala and Bhogpur. Small scale industrial units number more than 0.2 
million in Punjab today; they employ more than 0.8 million workers and constitute a vital 
and dynamic segment of industry. 
7.1.29.2 The '70s witnessed the Punjab government setting up an electronics township 
called ELTOP on a 290-acre site in Mohali, near Chandigarh. This township has emerged 
as one of the fastest growing centres for electronics production in the country. Projects 
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set up in the township cover micro-electronic devices, computers, computer peripherals, 
communications, electronic typewriters, nickel cadmium batteries, uninterrupted power 
supply (UPS) systems, colour picture TV tubes, medical electronics. X-ray equipment, 
EPABX systems, large scale integrated circuits, the semiconductor complex (SCL) is also 
located in this township. 
7.1.29.3 Punjab has competitive advantage in light industry, electronics and manufacture 
of machines and hand tools, printing and paper machinery , auto parts and electrical 
switchgears. Punjab produces around 75 percent of bicycle and bicycle parts, sewing 
machines. Woolen and other Hosiery items. Shoddy blanket and jacket clothes and sports 
goods. 
7.1.29.4 The largest industries in terms of production are: 
Name of industry group Production (Rs. in crores) 
Basic Metal Products 1779.29 
Food products 1735.02 
Transport Equipments & Parts 1633.03 
Hosiery & Garments 1212.43 
Metal Products 1167.27 
Machinery & Parts except electrical ' 684.51 
Rubber & Plastic Products 
Chemical Products 
Electrical Machinery & Parts 
Non Metallic Mineral Products 
Wooden Products 
633.20 
402.58 
313.88 
277.59 
220.97 
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Leather & Leather Products 2 H .65 
Paper & Printing 207.23 
Textile/Dying/Weaving 198.46 
7.1.29.5 The major crops are wheat and rice. Assured irrigation makes Punjab granary of 
India. 21.8 million tons of food grain production and 9.7 million live stock and 15.3 
million poultry population Punjab is most suitable for agri-business. Apart from food 
grains large quantity of fruits and vegetables are available for processing. The &uits and 
vegetables produced in Punjab is Kinnow/Orange (260000 tonnes), Mango (90000 
tormes), Grapes (65000 tonnes), Pear (125000 tormes). Peach (65000 tormes), Litchi 
(12000 tonnes), lemon (7000 tonnes), Potato (1000000 tonnes), root crops (300000 
tormes), tomatoes (140000 tonnes), cabbage (28000 toimes), cauliflower (57000 toimes) 
and Brinjal (eggplant)(27000 tonnes). This has led to establishment of a tomato 
paste/ketchup plant by Pepsi. It has competitive advantage in this area also.. 
7.1.30 Rajasthan 
7.1.30.1 The major minerals are: Zinc, Emerald, Garnet, Gypsum, Silver ore, asbestos. 
Feldspar, Mica, Salt, Rock phosphate, marble and red stone, granite , Kotah stone (flaggy 
limestone), sandstone and slate (the State occupies a unique position by way of 
contributing more than 30 percent of the total value of minor minerals produced in and 8 
percent of stones exported out of the country). It has competitive advantage in this area. 
7.1.30.2 The major industries are: Textiles, rugged and woolen goods, sugar, cement, 
glass, synthetic yam, sodium plants, caustic soda, calcium carbide, oxygen and acetylene, 
vegetable dyes, pesticides, zinc ingots/ sheets, fertilizers, railway wagons, water and 
2i: 
electric meters, sulphuric acid, TV sets, synthetic yam, insulating bricks, polished and 
unpolished precious and semi-precious stones, spirits and wines, tourism. 
7.1.30.3 The major crops are: Jowar, Bajra, Maize, Gram, Wheat, oilseeds, cotton, pulses, 
tobacco, vegetables, citrus fruits, red chillies, methi, hina, mustard and cumin seed. 
7.1.31 Sikkim 
7.1.31.1 The major crops are: Large Cardamom (80 percent of India's production comes 
from here), ginger, turmeric, rice, wheat and maize are the principal crops while 
mandarin orange, guava, mango, banana. Gladioli, anthuriums, lilliums, primulas, 
rhododendrons, orchids as well as many other floral species thrive here. Forests occupy 
above 80 percent of Sikkun and it has a unique bio-diversity. 
7.1.31.2 The major industries are: fruit jams, juices, tourism and tourism. It has 
competitive advantage in this area but distance from the markets and transport are 
problems. 
71.32 Tamil Nadu 
7.1.32.1 It is competitive in plantation crops such as tobacco, sugarcane, chillies, spices, 
groundnut, sesame, sunflower, mangoes, bananas, coconut, coffee and tea. 
7.1.32.2 The major minerals are: Lignite (used for power generation), granite, graphite, 
limestone. 
7.1.32.2 Major industries : It has competitive advantage in cotton textiles, chemical 
fertilisers, paper and its products, printing and allied industries, diesel engines, 
automobiles and ancillaries, bicycles, cement, sugar, iron and steel, railway wagons and 
coaches. 
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7.1.32.3 The output of various industries is : Cotton textiles (Rs. 980288 
lakhs),machinery, machine tools and parts (Rs. 708774 lakhs), rubber, plastic, petroleum, 
petrochemical (including downstream projects) and coal products (Rs. 579277 lakhs), 
food processing and products (Rs. 573774 lakhs), chemical and chemical products (Rs. 
495235 lakhs), automobiles/ components/ transport equipments, ancillaries and parts (Rs. 
443544 lakhs), leather and leather far products (Rs. 274581 lakhs), basic metal of alloys 
industries (Rs. 265291 lakhs), textile products (Rs. 254066 lakhs), non-metallic mineral 
products (Rs. 181974 lakhs), paper & paper products (Rs. 172181 lakhs), beverages 
tobacco products (Rs. 87927 lakhs), metal products and parts (Rs. 85743 lakhs). Other 
industries are computer software & hardware (currently a US$ 900 million industry), 
electronics, bio-technology, tourism, floriculture (the area around Coimbatore, 
Dharmapuri and the Nilgiris is suitable for the cultivation of flowers like Rose and 
Chrysanthemum), aquacultiire, engineering goods, tourism, drugs and pharmaceuticals, 
salt & marine-based industries, gems & jewellery and sea food. The automobiles industry 
cluster near Chennai also includes- motorcycles & mopeds heavy commercial vehicles 
automobile components. 
7.1.33. Tripura 
7.1.33.1 The major minerals/ natural resources are: Natural gas. Gas of about 0.80 million 
standard cubic metres (MMSCMD) is utilized mainly for power generation. 
7.1.33.2 The major crops are: Pineapple (45000 MT), Litchi (3000 MT), Orange (24000 
MT), Cashew (1800 MT), Jackfruit (22000 MT), Coconut (1250 MT). 
7.1.33.3 The major industries are: Silk fabrics, Jacquard designs, Tangail type handloom 
sarees, tie & dye fabrics, Manipuri products, tribal products, cotton printed sarees, lungi, 
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butidar, plain and check sarees, bedsheets, bed covers, towels, polyester shirting and 
suiting, Jamdani Cloth, Napkins, Furnishing Fabrics, Warp printed furnishing fabrics etc. 
It has some competitive advantage in these but distance from the markets and transport 
are problems. ,, ^ 
Uttar Pradesh 
The major industries are: Agro based industries such as sugar production, handloom, 
cotton and woolen textiles, leather and footwear, edible oils, paper, distilleries and 
breweries. Uttar Pradesh has tried to establish many industries but except for the area 
around Ghaziabad and around Delhi (called the New Okhla Development Authority 
(NOIDA)) this has not been very successful. 
It is unfortunate that this agriculture and politically rich state is the second lowest in 
competitive advantage among large Indian states. 
West Bengal 
The major industries are: Mining, iron and steel, metal-working and engineering 
industries, tea and jute and petrochemicals (including a purefied pterethalic acid(PTA)) 
plants, information technology, telecommunication, computers and soft ferrites. 
The state offers a large pool of trained manpower especially where units require 
advanced design capabilities, extensive testing personnel or even skilled labor. The 
government funded Regional Engineering College at Durgapur and Kalyani Engineering 
College supports Premier technical institutions like Indian Institute of Technology, 
Kharagpur, Jadavpur University, and Bengal Engineering College deemed university). 
These are further supplemented by the 12 recently set-up private engineering colleges. 
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The state accounts for 22 percent of India's tea, 30 percent of its potato crop, 27 percent 
of its pineapples, 12 percent of its bananas and 16 percent of India's rice. Additionally, 
fruits like mangoes, papaya, guava and jackfruit and vegetables like tomatoes, 
cauliflower, cabbage, brinjal, pumpkin, etc. West Bengal is one of the top two potato 
producing states in the country with production of 6 million tormes of potatoes in 1997-
98. Out of this, only 3 million tonnes are required for consumption in the state. It 
accounts for 90% of the domestic jute production. It has competitive advantage in these 
areas. 
7.2.0. Earlier the Research Division of the National Productivity Council (NPC)in 1994 
had done a competitive ranking of Indian states (mentioned in Burange (1999)). The 
position of various Indian states is shovm in exhibit 7.0. 
Exhibit 7.0 
Competitiveness ranking of Indian states as per the NPC survey of 1994 
Sr. No. Name of Indian States State Competitiveness Index 
82.8 
67.71 
63.25 
60.63 
56.19 
49.1 
48.77 
46.69 
46.61 
46.41 
39.8 
36.8 
34.18 
25.27 
22.36 
Source: The statistical data given at the end of the article "Industrial Growth and Structure- Manufacturing Sector in 
Maharashtra" by L.G. Burange (Economic and Political Weekly - Review of Industry and Management published in 
the issue of February 27-March 5, 1999, Table 11. 
7.2.1. This researcher has not been able to find out whether any updates have been done 
of the above ranking other that of Debroy and Bhandari (2003) which reiterates the 
position of the NPC study that Bihar continues to be the last in overall performance 
among nineteen states evaluated and last in six heads of performance and eighteen. 
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1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Punjab 
Kerala 
Haryana 
Gujarat 
Kamataka 
Tamil Nadu 
Maharashtra 
Andhra Pradesh 
Orissa 
Assam 
Rajasthan 
Madhya Pradesh 
West Bengal 
Uttar Pradesh 
Bihar 
sixteen and sixteen respectively out of nineteen in the remaining three heads. The NPC 
and the Debroy and Bhandari studies clearly show that with the exception of Delhi, 
Punjab and Haryana it is the states in the west and south which are more competitive than 
the states in the north and east. 
7.3.0. Criteria which could probably be used for determining the competitiveness/ 
competitive advantage of various Indian states 
7.3.1. In Chapter 2 the economic development of states was discussed. The criteria 
included the overall total and growth in net state domestic product (NSDP) and per capita 
income (PCI), the distribution of population, decadal growth in population, the density of 
population, the growth in literacy (in particular female literacy), the investment climate, 
the efficiency and penetration of infrastructure, the financial position and labour relations 
indicators, the social sector indicators, the environmental indicators, the law, order and 
justice indicators, the affluence and consumer purchases, the penetration of mass media, 
the position of employment, education and health, etc. 
7.3.2 In Chapter 3 a checklist for comparison of the competitive advantage was 
developed with an outline of the criteria. 
7.3.3 In Chapter 4 while analyzing the investment (which is an important criterion for 
judging the competitiveness of a state) made in various states of India it was explained 
that the major part of the total investment in a state is normally accounted for by the 
ability of the State Government to itself invest. An investment ranking of states as per the 
RGICS study was also discussed. 
7.3.4 In Chapter 5 an analysis of economic development of states was made and the 
reasons why it differed from state to state. The criteria forjudging economic development 
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included average daily factory employment, per capita gross output in industries, per 
capita value added in industries, domestic consumption of electricity per capita, industrial 
consumption of electricity per capita, motor vehicles per lakh of population, total road 
length per hundred sq. kms. of area, number of banking offices per lakh,of population, 
deposits per capita, bank credit per capita, number of villages and towns electrified, etc. 
7.3.5 In Chapter 6 an analysis of the export contribution from the major states was 
discussed. 
7.3.6 Taking into consideration the above points this researcher is of the view that the 
criteria for determining the competitiveness/ competitive advantage of Indian states (also 
taking into consideration the criteria used by the WEF and the IMD and considering the 
data available for Indian states, the combination of criteria as used in the study by Nair, 
Anil Kumar and Surmy (1994) of the research Division of the NPC, those used by 
Debroy and Bhandari (2003) and the criteria used in the Beacon Hill Institute study (an 
affiliate of the Suffolk University, Boston, Massachusetts, U.S.A.) mentioned by 
Gopinath (2002)) for a state to be able to attract and sustain businesses could be: 
1. Net state domestic product (NSDP) at constant prices; 
2. Per capita NSDP at constant prices; 
3. Growth in NSDP at constant prices; 
4. Growth in per capita NSDP at constant prices; 
5. Total gross domestic investment; 
6. Percentage change in gross domestic investment; 
7. Total gross domestic savings; 
8. Percentage change in gross domestic savings; 
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9. Government final consumption expenditure as a percentage of the NSDP; 
10. Real growth in state government final consumption expenditure (percentage change); 
11. Growth of the services sector in the State's economy as a percentage of the NSDP; 
12. Inward foreign direct investment (FDI) flows (in percentage terms of the inflow into 
India as a whole); 
13. Investment incentives (though this has lost importance with prohibition of financial 
incentives by states as per a consensus arrived at among state finance ministers); 
14. State Government debt (in absolute terms and as a percentage of NSDP); 
15. Increase in State Government debt (in percentage terms); 
16. Government expenditure as a percentage of NSDP; 
17. Serious crime-The number of murders, violent crimes or armed robberies per 100,000 
inhabitants (the figures may not be comparable across states); 
18. Roads - density of the network per hundred square kilometers area; 
19. Railways - density of the network per hundred square kilometers area; 
20. Electricity costs for industrial clients - Rs. per kilowatt hour (kwh); 
21. Energy intensity - Amount of commercial energy consumed for each crore rupees of 
NSDP; . , 
22. Electricity production - Percentage of total requirements in kwh; 
23. Urbanization - percentage population in percentage terms; 
24. Computers per capita - Number of computers per 1000 people; 
25. Connections to internet - Numbers per 1000 people; 
26. Cellular mobile telephone subscribers - Subscribers per thousand residents; 
27. Labour position- per capita factory employment, number of strikes and lockouts, etc.; 
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28. Telephone lines - Number of main lines in use per thousand population; 
29. Public Expenditure on Health - Percentage of GDP; 
30. Health infrastructure - The number of hospital beds per capita; 
31. NSDP - per capita NSDP growth; 
32. Number of electricity consumers -as a percentage of the population; 
33. Qualified engineers - Qualified engineers available in the state's labour market; 
34. Availability of information technology skills - Qualified information technology 
employees available in the state's labour market; 
35. Life expectancy at birth- Average estimates for the period (in years); 
36. Total population- in millions/crores; in particular 
(a) Population under 15 years- Percentage of total population; 
(b) Population over 65 years- Percentage of total population; 
(c) Active population ratio - Active population (15 to 64 years), divided by total 
population (in percentage terms); 
(d) Growth in active population - Average annual compound percentage rate of 
growth; 
37. Labour force - as a percentage of the total population; 
38. Growth of labour force - Average annual compound percentage rate of growth; 
39. Female labour force - As a percentage of total labour force; 
40. Skilled labour - Skilled labour (i.e. relevant to the state's economy) its availability 
in the state's labour market; 
41. Employment by sector - As a percentage of total employment; 
42. Growth in employment - Average annual compound percentage rate of growth; 
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43. The educational system - Does it meet the needs of a competitive economy; 
44. Secondary school enrollment - Percentage of relevant age group receiving full-time 
education; 
45. Higher education enrollment - Net enrollment in public and private tertiary education 
for persons between 17-34 years of age; 
46. University education - Does it meet the needs of a competitive economy; 
47. Total and current public expenditure on education - As a percentage of GNP; 
48. Illiteracy - Adult (over 15 years) illiteracy rate as a percentage of population; 
49. Newspaper circulation - Daily circulation per thousand inhabitants; 
50. Income distribution lowest 20 percent - Percentage of household incomes going to 
lowest 20 percent of households; 
51. Income distribution highest 20 percent - Percentage of household incomes going to 
highest 20 percent of households; 
52. Human development index - Combines economic - social - educational indicators; 
53. Value and composition of exports from the state (discussed in detail in Chapter 6). 
7.3.7 Unfortunately despite his best efforts this researcher was not able to obtain data for 
all the above parameters for many of the States. 
7.3.8 Also data for all of the above the criteria may not be comparable or available for a 
sufficiently long period and a combination of criteria as used in the study by Nair, Anil 
Kumar and Sunny (1994) of the research Division of the NPC may have to be resorted to. 
7.3.9. Out of the above 53 criteria the main grouping of criteria to compare states are: 
A) Economic Efficiency - criteria No. 1 to 8, 12, 13, 34 to 46 and 50 to 53. 
B) Government Efficiency - criteria No. 9 to 10, 14 to 17, 29 and 30 
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C) Infrastructure - criteria No. 18 to 22,25 to 28 and 31 to 33. 
D) Not covered elsewhere - criterion No. 11,23,24 and 47 too 49. 
7.3.10 Some of the 53 criteria overlap and even though they have been shown in one of 
the groups, they could easily be. put in another group, e.g. criteria Nos. 35 to 38 even 
though they have been shown under economic efficiency are largely a result of the family 
planning and birth control policies followed by the concerned state Government. Also as 
shown by the NPC study only a few of the parameters largely determine the 
competitiveness/ competitive advantage of a state. 
7.3.11 This researcher therefore proposes that on the lines of the NPC study only to 
concentrate on the significant number of criteria/parameters which largely determine the 
competitiveness of states in India to arrive at an estimate of their overall competitiveness/ 
competitive advantage. For calculating an overall quantitative ranking the NPC/UNDP 
methodology of computation mentioned earlier will be used to try and get an overall idea 
of the competitiveness of a state vis-a-vis others. 
7.4.0 Based on the available data the significant criteria which could be used for this are: 
1. Per capita NSDP at constant prices; 
2. Growth in per capita NSDP at constant prices; 
3. Percentage change in gross domestic investment; 
4. Percentage change in gross domestic savings; 
5. Government final consumption expenditure as a percentage of the NSDP; 
6. Real growth in state government final consumption expenditure (percentage change); 
7. Growth of the services sector in the State's economy as a percentage of the NSDP; 
8. Inward foreign direct investment (FDI) flows (the number of projects under actual 
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implementation) and the amounts actually invested; 
9. Growth in inward FDI flows (in percentage terms of the inflow into hidia as a whole); 
10. State government debt (in absolute terms and as a percentage of NSDP) and its 
increase; 
11. Increase in state government debt (in percentage terms); 
12. Government expenditure as a percentage of NSDP; 
13. Density of transport infrastructure (Roads + Railways + Waterways); 
14. Electricity costs for industrial clients - Rs. per kilo watt hour (kwh); 
15. Electricity production - Percentage of total requirements met; 
16. Urbanization - population in percentage terms; 
17. Cellular mobile telephone subscribers - Subscribers per thousand residents; 
18. Labour position- per capita factory employment, number of strikes and lock outs, etc. 
19. Life expectancy at birth- Average estimates for the period (in years); 
20. Total population- in millions/crores; in particular 
(a) Population under 15 years- Percentage of total population; 
(b) Population over 65 years- Percentage of total population; 
(c) Active population ratio - Active population (15 to 64 years), divided by total 
population (in percentage terms); 
(d) Growth in active population - Average annual compoimd percentage rate of 
growth; 
21. The educational system - The educational system does it meet the needs of a 
competitive economy; 
22. Illiteracy - Aduh (over 15 years) illiteracy rate as a percentage of population; 
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23. Income distribution lowest 20 percent - Percentage of household incomes going to 
lowest 20 percent of households; 
24. Income distribution highest 20 percent - Percentage of household incomes going to 
highest 20 percent of households; 
25. Human development index - Combines economic - social - educational indicators -
Source : Human Development Report, UNDP; 
26. Value and composition of exports from the state. 
7.4.1 However, using all the criteria mentioned and calculating the index for each of them 
for each of the states mentioned above would make the calculations extremely difficult, 
tedious and unwieldy and may not even give a representative picture of the actual overall 
competitiveness/ competitive advantage of a state vis-a-vis other states. 
7.4.2 This researcher therefore proposes to only use the following criteria/ parameters: 
1. Per capita SGDP at current prices; 
2. Growth in per capita SGDP at constant prices; 
3. Variation of the per capita depository accounts from what should be there as per 
India's average; 
4. Credit Deposit ratio of all scheduled commercial banks; 
5. Percentage of the services sector in the State's economy; 
6. State wise foreign direct investment (FDI) 
(a) Amount; 
(b) Number of approvals; 
(c) Percentage of all India FDI 
7. State Government debt as a percentage of total receipts; 
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8. Per capita deposits with scheduled commercial banks; 
9. Motor vehicle (Nos.) per lakh of population; 
10. Surfaced Road length (kms) per hundred sq. kms. of area; 
11.Number of electricity consumers (percentage of population); 
12.Villages connected by road to total villages (percentage); 
13. Urbanization population( in %) as per 2001 census; 
14. Cellular mobile telephone subscribers - (% of a;ll India) (excluding metro areas); 
15. Average daily factory employment per lakh of population (No.); 
16. Life expectancy at birth: 
(a) Male; 
(b) Female: 
17. Active population ratio-Active population (15 to 59 years), divided by total 
population (in percentage terms); 
18. Percentage of literates to total population as per 2001 census; 
19. Changes in percentage of population below poverty line; 
(a) In 1983; 
(b)In 1993-94; 
(c) In 1999-2000; 
20. Transportation; 
(a) Connected with pucca (black top) road; 
(b) Bus stop within 2 kms.; 
21. Piped water supply; 
22. Anganwadi centre; 
226 
23. Human development index (2001); 
24. Number of electricity consumers(percentage of population); 
25. Direct telephone lines per 100 persons; ' ' 
26. Cellular Subscribers (percentage of population). 
7.4.3 While doing this analysis, since data is not available for all states, it is proposed to 
do the competitiveness analysis only for the states for which data is available. The states 
where there is little data will not be evaluated for competitiveness/ competitive advantage 
purposes. 
7.4.4 Even though Kathuria (1995) has said that exports are an important measure of 
competitiveness, because it subsumes both price and non-price factors and can be easily 
measured in terms of export propensity and market share. However, the data on exports 
from the states with a few exceptions is extremely scanty. Therefore data on exports from 
a state (wherever available) will only be used as a measure of confirmation of the relative 
competitiveness/ competitive advantage of a state. 
7.4.5 Other measures could be used but in the opinion of this researcher (based on the 
Pareto (80 : 20) principle) one needs to only concentrate on the small number of 
parameters which largely determine the Competitiveness of important states in India to 
gain an idea of the areas of their relative competitive advantage. 
7.4.6 In the United Kingdom Huggins (mentioned in Brown (2000))has devised a 
Competitiveness Index and has concluded that there is a north south competitiveness gap 
and that the gap between the three best performing regions - London, the south-east and 
the east - and the three worst - the north-east, Wales and Yorkshire - has grovra by 30.5 
per cent since 1997 and that competitiveness in each of the three south-eastern regions 
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has risen by up to 3.95 per cent since last year, but fallen in all nine other regions. This 
has resulted in a widening of the competitiveness gap already existing between the 
regions in the United Kingdom. 
7.4.7 From the fact that such a gap exists in other countries such as the United Kingdom, 
the competitiveness study conducted by the NPC and what this researcher has heard at 
seminars, read and experienced in the course of gathering information/ data for this 
dissertation/ his service in rural and urban areas of India, it has been hypothesised that 
there is a significant difference on various development parameters and competitiveness 
between the states in the west and south of India and the states in the north and east (the 
exceptions being Delhi (which is the capital of India and a city state), Chandigarh (which 
is a city Union Territory), and to some extent Punjab and Haryana (where agriculture and 
light industry are highly developed) and that there exist a north-east south-west divide in 
competitiveness and development within India. This is the hypothesis which is going to 
be tested in this Chapter. It is also proposed to rank the states/ union territories 
quantitatively for this purpose. The details of the calculations are given in the Armexure 
to this dissertation. 
7.5.0 The first group of factors and the most important is the NSDP at constant prices; 
the per capita NSDP at constant prices; the growth in NSDP at constant prices; and the 
growth in per capita NSDP at constant prices. This is the most important group as it 
determines the overall feeling of well being in the general population of the state. 
7.5.1 The state wise figures of growth in per capita NSDP at constant prices for 14 of the 
most important states of India, the per capita NSDP in 1998 and the annual average 
growth of NSDP (in percentage terms) in the 1990s (91-92 to 97-98) taken from the 
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figures given in Chapter 2, the article by Ahluwalia (2000) and the RGICS study (2000) 
are given in exhibit 7.1. 
Exhibit 7.1 
Changes in net state domestic product (NSDP) and per capita NSDP 
Name of state 
Andhra Pradesh 
Arunachal Pradesh 
Assam 
Bihar 
Goa 
Gujarat 
Haryana 
Himachal Pradesh • 
Jammu & Kashmir 
Kamataica 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Silckim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
West Bengal 
A&N Islands 
Chandigarh 
D&N Haveli 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Total 
NSDP of 
the state in 
1991-92 (in 
Rs. 000 
crores) 
37344 
26124 
26736 
27849 
65230 
32563 
57206 
36433 
552768 
NSDP of 
the state in 
1997-98 (in 
Rs. 000 
crores) 
78705 
75335 
57952 
61019 
181739 
69042 
103170 
70537 
1286670 
Annual average rate of 
growth of per capita NSDP 
as per Ahluwalia (2000) 
1980-81 to 
1990-91 
3.34 
2.45 
3.08 
3.86 
3.28 
2.19 
2.08 
3.58 
2.38 
3.33 
3.96 
3.87 
2.60 
2.39 
3.03# 
1991-92 to 
1997-98 
3.45 
1.12 
7.57 
2.66 
3.45 
4.52 
3.87 
6.13 
1.64 
2.80 
3.96 
4.95 
1.24 
5.04 
4.02# 
Annual average 
growth of SGDP 
(%) in the 1990s 
(91-92 to 97-
98)^ 
6.9 
6.3 
3.3 
2.3 
6.5 
10.4 
4.4 
5.2 
6.0 
6.1 
7.9 
5.1 
3.8 
12.1 
3.7 
4.6 
6.6 
6.1 
7.7 
3.4 
6.6 
5.7 
4.4 
Per Capita 
state SGDP in 
1998; Current 
Prices, Rs.'O 
00 per capita^ 
9.9 
13.3 
6.8 
4.8 
23.8 
16:3 
15.7 
10.2 
11.0 
10.0 
8.1 
19.2 
8.0 
7.5 
14.3 
6.9 
18.0 
9.1 
12.2 
8.1 
7.0 
11.7 
24.6 
' 
# average growth in SDP of 14 states forming part of Ahluwalia's (2000) lecture 
'^  RGICS (2000)figures). 
7.5.2 The figures show that the annual average rate of growth of per capita NSDP 
decreased in the 90s as compared to the 80s far Bihar, Orissa, Haryana, Punjab and Uttar 
Pradesh; remained almost the same in the cases of Rajasthan, KamataJca and Andhra 
Pradesh and increased significantly in the case of Kerala, Madhya Pradesh, Maharashtra, 
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Tamil Nadu and West Bengal. It is also seen that it is the states of Maharashtra and 
Gujarat have the highest growth rates in the NSDP. These are the states with the 
maximum number of criteria of competitive advantage over other states. So the 
hypothesis that the states with a high NSDP growth have the.greatest competitive 
advantage is to an extent confirmed. The exceptions are West Bengal and Rajasthan. 
7.5.3 Even though dematerialized (demat) accounts with depositories are a new 
phenomenon they do represent the investment made by the residents of a state (and 
therefore the availability of capital/ savings for investment and of competitive advantage) 
. The state wise distribution with the National Securities Depository Limited and the 
variances with the average for all of India are given in exhibit 7.2. 
230 
Exhibit 7.2 
Statewise distribution of depository accounts with the NSDL. 
Name of state 
Gujarat 
Goa 
Karnataka 
Kerala 
Maharashtra 
Tamil Nadu 
Delhi 
Others 
Andhra Pradesh 
Assam 
Bihar 
Chhatisgarh 
Haryana 
Himachal Pradesh 
J. & Kashmir 
Jharkhand 
Madhya Pradesh 
Orissa 
Punjab 
Rajasthan 
Uttar Pradesh 
Uttaranchal 
West Bengal 
India's total/ 
average 
Population: 
50,596,992 
1,343,998 
52,733,958 
31,838,619 
96,752,247 
62,110,839 
•'] 3,782,976 
15,067,288 
75,727,541 
26,638,407 
82,878,796 
20,795,956 
21,082,989 
6,077,248 
10,069,917 
26,909,428 
60,385,118 • 
36,706,920 
24,289,296 
56,473,122 
166,052,859 
8,479,562 
80,221,171 
1,027,015,247 
Number of 
accounts 
598,111 
9,938 
189,153 
67,402 
906,244 
196,760 
279,501 
9,636 
162,370 
4,879 
13,550 
17,766 
32,521 
2,250 
1,951 
7,227 
54,501 
10,437 
34,725 
66,056 
141,722 
9,033 
195,958 
3,011,191 
Percentage 
of total 
19.86 
0.33 
6.28 
2.24 
30.10 
6.53 
0.28 
0.32 
5.39 
0.16 
0.45 
0.59 
1.08 
0.07 
0.06 
0.24 
1.81 
0.35 
1.15 
2.19 
4.69 
0.30 
6.51 
100.00 
The Economic Times on 16 November 2001(Mumbai bureau). 
No. of accounts which 
should be there as per 
the average for India as 
per the population. 
148,349.51 
3,940.58 
154,615.06 
93,350.28 
283,675.92 
182,107.91 
40,411.45 
44,177.03 
222,031.84 
78,103.35 
242,999.20 
60,973.38 
61,814.96 
17,818.39 
29,524.82 
78,897.98 
177,048.13 
107,624.06 
71,215.80 
165,578.22 
486,864.12 
24,861.93 
235,207.09 
3,011,191.1 
Difference 
between the third 
and fifth 
columns 
+449,761.49 
+5997.42 
+34537..94 
-25948.28 
+622568.08 
+14652.09 
+239089.55 
, -34541.03 
-596^1.84 
-73224.35 
-229449.2 
-43207.38 
-29293.96 
-15568.39 
-27573.82 
-71670.98 
-122547.13 
-97277.06 
-36490.80 
-99522.22 
-345142.12 
-15828.93 
-39249.09 
Nil 
7.5.4. If a comparison is made between the number of actual demat accounts and the 
number of accounts which should be there as per the per capita average for India and the 
population of the state, it is only the states of Gujarat, Goa, Karnataka, Maharashtra, 
Tamil Nadu and Delhi which have a positive difference. This shows that they have more 
per capita invested capital as compared to other states. With the exception of Delhi, all 
the states with a positive difference are in the south and west of India this supports the 
hypothesis of the north-east south-west divide in competitiveness between the states of 
India (assuming the greater per capita availability of funds leads to more investment. 
7.6.0 The third criterion for measuring competitiveness of states is the share of the 
services sector in the state's economy (details are shown in exhibit 7.3). 
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Exhibit 7.3 
Percentage share in the economy of states 
(in percent of the NSDP) 
Year 
Name of the state 
Andhra Pradesh 
Assam 
Bihar 
Gujarat 
Haryana 
Himachal Pradesh 
Jammu& Kashmir 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
All India 
1980-81 
Primary 
46.62 
54 
52 
38 
54 
51 
51 
46 
40 
51 
28 
55 
52 
50 
26 
52 
32 
Secondary 
16.61 
12 
20 
29 
19 
14 
15 
33 
23 
25 
35 
16 
17 
20 
33 
16 
32 
Tertiary 
36.77* 
34 
28 
33 
27 
35 
34 
21 
37 
24 
37 
29 
31 
30 
41 
32 
36 
1994-95 
Primary 
40 
42 
48 
29 
45 
36 
47 
39 
37 
46 
21 
51 
47 
50 
21 
43 
35 
29 
Secondary 
17 
23 
24 
34 
23 
22 
16 
L 2 2 
21 
26 
35 
20 
20 
18 
34 
20 
28 
28 
Tertiary 
43 
35'^ 
28-^  
37^ 
32 
42A 
37^ ^ 
39 
42^ ^ 
28'^ 
44 
29^ ^ 
33^ ^ 
32^ ^ 
45* 
37^ ^ 
37^ ^ 
43# 
Note: ^ These figures are for 1988-89. * These figures are for 1992-93 # These figures are for 1995-96 
Services are the tertiary sector of the economy of a state. Source: CMIE (March 1997). 
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7.6.1 In 1994-95 the average share of the tertiary sector in the five BOMARU states was 
31 percent, whilst the five states in the west and south had an average of 41 percent. The 
primary sector of the economy of states is normally the one which reduces their overall 
competitiveness with the exception of states where a large proportion of cash crops are 
produced. In 1994-95 with the exception of Himachal Pradesh and West Bengal all states 
with a percentage below 40 percent lie in the south and west. This support the hypothesis 
of a North east South west within India. 
7.7.0. The fourth group of factors for measuring competitiveness of states is the FDI in 
amounts, number of approvals and as a percentage of the total FDI in India. The state 
wise FDI received from the liberalization of the Indian economy in August 1991 till July 
2002 and the state wise FDI received in the last three years viz. 2000 to 2002 is shown in 
the exhibits 7.4 and 7.5. The figures show that Maharashtra drew the highest FDI with 
13.75 percent. It also shows that it was the seven states in the south and west which drew 
in 36 percent of FDI and Delhi attracted 12.09 percent up to July 2002. i.e. of the total 
FDI into India up to July 2002 i.e. the states in the west and south plus Delhi attracted 
48.09 percent up to July 2002. These states added the advantage of greater inflow of FDI 
(which was reflecting their greater competitive advantage as better places to invest in )to 
the already great investments in industry and infra structure and increased their 
competitiveness. By 
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making better use of these funds for investment in infrastructure were able to increase 
their competitive advantage. 
Exhibit 7.4 
25 
Q 
I 
(4H 
o 
(U 
(1H 
State^ise FDIfrom August 1991 to July 2002 
'^^ • ' • & : ' : . - • - % , .<,\. 
Seriesi 
ii-,fi *^^:i.n;^•^^^•>'it•=!!il;?^'i|l.',•;.^P 
Name of the Slate 
7.7.1 This disproportion in FDI has been furtho- accentuated in the three years from 2000 
to 2002. Fn this period Delhi and Maharashtra drew in around 28 percent each of India's 
FDI and the states in the south and west drew 45 percent of India's FDI. Delhi attracted 
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28.86 percent i.e. of the total FDI into India. Thus in this period, the states in the west and 
south plus Delhi attracted almost three fourths (around 74 percent) of India's FDI. 
Exhibit 7.5 
Average statewise FDI 2000-2002 
Series 1 
T I I I I I I r 
O N a m e of the state 
4> 
Note the inflow includes SIA + FIPB + RBI + Acquisition of shares. 
Source; Adapted from the data in Indian Express Mumbai August 23,2003. They have sourced it from DIPP. 
7.8.0 The fifth group of factors for measuring competitiveness of states is the State 
Government debt as a percentage of total receipts (which determines the funds available 
for investment). The states with the highest ratios are West Bengal, Orissa, Andhra 
Pradesh, Uttar Pradesh, Punjab, Bihar and Himachal Pradesh. With the exception of 
Andhra Pradesh they are all outside the south and west. 
7.9.0 The sixth group of factors for measuring competitiveness of states is the per capita 
deposits with scheduled commercial banks. The states with the highest figure are Delhi, 
Goa. Punjab, Maharashtra, Kamataka, Kerala, Himachal Pradesh, Sikkim, Uttaranchal, 
Gujarat and Tamil Nadu. With the exception of Punjab, Himachal Pradesh, Uttaranchal 
and small states all are in the south and west. 
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7.10.0 The seventh group of factors for measuring competitiveness of states are the 
infrastructure factors such as motor vehicles per lakh of population, surface roads per 
hundred square kilometres of area, number of electricity consumers and villages 
connected by roads. 
7.10.1 The first has Delhi, Goa, Punjab, Gujarat, Nagaland, Haryana, Tamil Nadu, 
Kamataka and Maharashtra. The second has Delhi, Goa, Kerala, Punjab, Maharashtra, 
Tamil Nadu, Haryana, Kamataka and West Bengal. The third has Goa, Himachal 
Pradesh, Tamil Nadu, Kamataka, Delhi, Gujarat, Maharashtra, Andhra Pradesh and 
Mizoram. The fourth has Delhi, Goa, Kamataka, Kerala, Haryana, Andhra Pradesh, 
Mizoram and Sikkim. Out of the top eight or nine states on all these criteria half or more 
than half are in the west and south, supporting the hypothesis of competitive advantage 
lying with the states in that region of India. 
7.11.0 The eighth group of factors for measuring competitiveness of states are those 
connected with urbanisation such as the percentage of urbanised population, cellular 
mobile telephone subscribers (since metropolitan areas lead to distortions their 
connections will be excluded), the average daily factory employment per lakh of 
population. 
7.11.1 The first has Delhi, Goa, Tamil Nadu, Maharashtra, Gujarat, Kamataka, Punjab, 
Haryana and Andhra Pradesh. The second has Maharashtra, Andhra Pradesh, Gujarat, 
Kerala, and Uttar Pradesh. The third has Goa, Delhi, Punjab, Kamataka, Tamil Nadu, 
Gujarat, Himachal Pradesh and Andhra Pradesh. Out of the top eight or nine states on all 
these criteria half or more than half are in the west and south, supporting the hypothesis 
of competitive advantage lying with the states in that region of India. 
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7.12.0 The ninth group of criteria which can be used to measure the competitiveness of 
states is the life expectancy at birth both male and female, the active population ratio i.e. 
the active population (15-64 years) divided by the total population (in percentage terais); 
percentage of literates to total population and the percentage of population below the 
poverty line. 
7.12.1 The census figures for the 2001 census show that the states with the highest life 
expectancy at birth for males are Kerala, Punjab, Tamil Nadu, Maharashtra, West Bengal, 
Jharkhand and Bihar (both of which have the same figure), Haryana, Uttar Pradesh and 
Uttaranchal (both of which have the same figure). The states with the highest life 
expectancy at birth for females are Kerala, Punjab, Maharashtra, Tamil Nadu, West 
Bengal, Kamataka, Jharkhand and Bihar (both of which have the same figure), Uttar 
Pradesh and Uttaranchal (both of which have the same figure). 
7.12.2 They also show that the active population ratio for the 1991 Census (the figures 
for the 2001 census are still not available) for all the advanced states was greater than 57 
percent, and that for backward states it was below this (even though some so called 
backward states like Orissa and West Bengal were very near 57 percentage). 
7.12.3 The 2001 census figures further show that the states with the highest percentage 
of literates to total population were Kerala, Lakshadweep, Delhi, Chandigarh, 
Pondicherry, Daman and Diu, Maharashtra, Goa, Tripura and Tamil Nadu. With the 
exception of Delhi and Chandigarh all are either states with small populations or located 
in the south and west of the country. 
7.12.4 The national Human Development Report issued by the Planning Commission of 
the Government of India shows that the states with lowest percentage of population 
237 
below the poverty line in 1999-2000 were Jammu and Kashmir, Goa, Daman and Diu, 
Chandigarh, Punjab, Himachal Pradesh, Haryana, Kerala, Gujarat and Rajasthan. 
7.12.5 This criteria unfortunately shows that a low percentage of population below the 
poverty line may not be compatible with competitiveness. It may also be that the large 
developed states have large undeveloped areas with high poverty (which is there in 
Maharashtra in districts such as Amravati, Nandurbar and Gadchiroli). Since very little 
data is available on the inequality in incomes within states this criteria will not be 
conclusive. 
7.13.0 The tenth criteria is the availability of basic facilities in the villages of the state. 
The summarized position of percentage of villages with different facilities is given in 
exhibits 7.4. 
Exhibit 7.6 
Sr. 
No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
Name of the state 
Andhra Pradesh 
Bihar 
Gujarat 
Haryana 
Himachal Pradesh 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
North East 
Orissa 
Punjab 
Rajasthan 
Tamil Nadu 
Uttar Pradesh 
West Bengal 
Ail India 
Villages with different facilities 
( 
Transportation 
Connected 
with pucca 
road 
44.3 
19.0 
54.6 
61.1 
23.8 
25.9 
85.3 
21.2 
45.0 
21.2 
15.7 
81.4 
40.6 
40.8 
34.3 
14.1 
36.8 
Bus stop 
within 2 km. 
92.0 
42.2 
85.2 
76.7 
61.9 
85.9 
94.7 
40.1 
81.5 
63.6 
44.1 
68.6 
53.8 
93.4 
44.4 
56.4 
64.5 
Water 
Piped water 
8.9 
0.0 
47.7 
32.2 
61.9 
22.2 
10.7 
2.8 
24.5 
3.0 
0.0 
34.3 
9.4 
52.6 
6.0 
2.6 
16.6 
i 
i^n percentages) 
Telephone 
within 2 
kms. 
58.4 
37.9 
68.2 
55.6 
54.0 
62.2 
80.0 
37.8 
60.9 
28.8 
36.3 
65.7 
42.5 
85.5 
35.2 
47.4 
50.9 
Health 
Anganwadi 
Centre 
62.8 
19.8 
79.6 
82.2 
46.0 
83.7 
70.7 
33.2 
78.8 
37.9 
45.1 
35.7 
44.3 
75.0 
30.1 
53.9 
52.8 
Source: Indian Express Magazine of March 17, 2002 who have sourced it from the India Human Development Report. 
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7.13.1 The figures show that whether it is percentage of villages connected with pucca 
road, bus stop within 2 km., piped water supply, telephones, availability of an Anganwadi 
centre for looking after the health of pre-school children it is Kerala, Himachal Pradesh, 
Maharashtra Gujarat, Andhra Pradesh, Tamil Nadu, Punjab, Haryana and Kamataka 
which lead. With the exception of Himachal Pradesh, Punjab and Haryana all are in the 
south and west. This thus does seem to support the hypothesis of a north-east south-west 
divide among the states in hidia. 
7.12.0 The eleventh criterion is the Human Development Index (HDI). The HDI ranking 
of major Indian states in earlier studies as per the UNFPA study (1997) and as per the 
South India Human Development Report (2001) are given in exhibits 7.7, 7.8 and 7.9. 
Exhibit 7.7 
Ranking of Indian States based on HDI (earlier studies) 
Name of the State 
Punjab 
Kerala 
Haryana 
Maharashtra 
Gujarat 
Tamil Nadu 
West Bengal 
Kamataka 
Assam 
Andhra Pradesh 
Rajasthan 
Madhya Pradesh 
Uttar Pradesh 
Orissa 
Bihar 
A.K.: 
HDI 
0.586 
0.651 
0.514 
0.532 
0.465 
0.483 
0.457 
0.475 
0.372 
0.397 
0.347 
0.344 
0.292 
0.348 
0.306 
5hivaKumar(1991) 
Rank 
2 
1 
4 
3 
8 
5 
7 
6 
10 
9 
12 
13 
15 
11 
14 
Jandhyala 
HDI 
0.744 
0.775 
0.624 
0.655 
0.566 
0.508 
0.436 
0.502 
0.256 
0.361 
0.246 
0.196 
0.110 
0.224 
0.147 
B.G.Tilak(1991) 
Rank 
2 
1 
4 
3 
5 
6 
8 
7 
10 
9 
11 
13 
• 15 
12 
14 
Pal and Pant (19? 
HDI 
0.793 
0.769 
0.724 
0.711 • 
0.678 
0.652 . 
0.641 
0.639 
0.608 ,. 
0.589 
0.565 
0.543 
0.530 
0.529 
0.503 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
Source: South India Human Development Report Table 1.3 (page 4). 
Exhibit 7.8 
HDI of India and Indian states as per the UNFPA 
Name of the 
state 
Andhra 
Pradesh 
Gujarat 
Kamataka 
Kerala 
Maharashtra 
Tamil Nadu 
Life 
expe-
ctancy 
1989-93 
60.5 
60.0 
61.8 
71.8 
64.2 
62.4 
Index of 
life expec 
-tancy(Il) 
59.14 
58.36 
61.36 
78.01 
65.27 
62.31 
Adult lit-
eracy 
rate 2001 
40.1 
56.7 
52.2 
86.0 
60.3 
50.6 
Middle 
school 
enrollment 
ratio 1993 
56.0 
67.7 
67.0 
100.6 
81.6 
103.4 
Index of 
literacy 
(12) 
45.38 
60.38 
57.12 
90.85 
67.39 
68.19 
Per 
Capita 
SDP(Rs.), 
1993 
5718 
7175 
6443 
5768 
9628 
6663 
Index of 
3DP (13) 
19.33 
24.73 
22.01 
19.51 
33.82 
22.83 
Human 
Development 
index 
41.28 
47.82 
46.83 
62.79 
55.49 
51.li 
239 
Assam 
Bihar 
Haryana 
Himachal 
Pradesh 
Madhya 
Pradesh 
Orissa 
Punjab 
Raj as than 
Uttar 
Pradesh 
West 
Bengal 
India 
54.9 
58.5 
63.1 
63.6 
54.0 
55.5 
66.3 
57.9 
55.8 
61.5 
59.3 
49.89 ' 
55.85 
63.43 
64.33 
48.26 
50.84 
68.88 
54.87 
51.41 
60.83 
57.23 
49.4 
38.7 
49.9 
50.9 
41.8 
46.4 
51.8 
36.1 
38.4 
57.1 
48.7 
53.4 
32.9 
68.6 
100.0 
55.0 
50.0 
65.6 
46.2 
46.6 
53.1 
59.1 
50.72 
36.76 
56.12 
67.27 
46.19 
47.60 
56.41 
39.48 
41.14 
55.75 
52.16 
5310 
3084 
9171 
5979 
4733 
4097 
11106 
5086 
4273 
5775 
6255 
17.81 
9.56 
32.13 
20.29 
15.67 
13.32 
39.30 
16.98 
13.97 
19.54 
19.00 
39.48 
34.05 
50.56 
50.63 
36.71 
37.25 
54.86 
37.11 
35.51 
45.37 
42.79 
Index of life expectancy eo (Il)= (((Per cent males * eo (males)+ Per cent females*eo (females))-25/60*100; 
Index of education (I2)= (2* adult literacy rate (%) + Middle school enrollment ratio)/3*100; 
Index of per capita income (I3)= (((State net domestic product/ net domestic product of country) * 1240-100/5348*100; 
H.D.I. = (11+12+13)/3. 
Source Table Al UNFPA(1997). 
Exhibit 7.9 
HDI of Indian states in 2001. 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
Name of the state 
Kerala 
Punjab 
Tamil Nadu 
Maharashtra 
Haryana 
Gujarat 
Kamataka 
West Bengal 
Rajasthan 
Andhra Pradesh 
Orissa 
Madhya Pradesh 
Assam 
Uttar Pradesh 
Bihar 
Index 
0.638 
0.537 
0.531 
0.523 
0.509 
0.479 
0.478 
0.472 
0.424 
0.416 
0.404 
0.394 
0.386 
0.385 
0.367 
Source: South India Human Development Report. 
7.12.1 With the exception of Punjab and Haryana all the states in the first seven in terms 
of HDI are in the west and south of the country. Thus even in terms of HDI the north-east 
south-west divide seems to be there. 
7.13.0. The twelfth criterion are the region wise figures for revenue generated from the 
sale and export of software as a percentage of all India revenue are shovm in exhibit 7.10. 
Exhibit 7.10 
Region wise figures for revenue generated fi-om the sale and export of software 
( in percentage of all India revenue) 
Year\ Region South West North East Exports 
1997-98 17.3 18.4 15.1 7.1 42.1 
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14.6 
14.8 
10.0 
5.0 
5.4 
4.0 
44.5 
42.3 
• 59.0 
1998-99 17.9 18.0 
1999-2000 18.3 19.3 
2000-01 14.0 - 12.0 
Source: page 57 of Dataquest of July 15, 2001. 
7.13.1 Excluding exports the percentage of revenue generated in the south and west was 
almost 62 percent in 1997-98; increased to 65 percent in 1998-99; remained constant at 
65 percent in 1999-2000 and thereafter declined slightly to 63 percent in 2000-01. This 
also supports the existence of a north-east south-west divide between the states within the 
coimtry. 
7.14.0 The thirteenth criterion is the state wise percentage of urban population. With the 
exception of Delhi and Chandigarh the most urbanized states are all located in the west 
and south, they enjoy a higher competitiveness ranking and because of the linkage 
between the percentage of urban population and competitive advantage they have a 
competitive advantage vis-a-vis states in the north and east. 
7.15.0 The distribution of cellular subscribers (excluding the metropolitan areas) as on 
September 30, 2001 as given in reply to Lok Sabha (House of the People in India's 
Parliament) unstarred question # 499 show that excluding metropolitan areas which are 
highly developed and therefore will naturally have a large number of cellular subscribers, 
the number of cellular connections in the states of the south and west is higher than in the 
states in the north and east. Furthermore in percentage terms also the number of cellular 
phone connections in the states of the south and west (at 72.76 percent of all connections, 
excluding the metros) is almost two and a half times higher than in the states in the north 
and east. 
7.16.0 The foreign direct investment made in Indian states has been discussed earlier in 
Chapter 4. These figures also shows that it was the seven states in the south and west 
which drew in 46 percent of FDl and Delhi attracted 12.09 percent up to July 2002. i.e. of 
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the total FDI into India up to July 2002 i.e. the states in the west and south plus Delhi 
attracted 58.09 percent up to July 2002. These states added the advantage of FDI to the 
better availability of their own funds and by making better use of these funds for 
investment in infrastructure were able to increase their competitive advantage. 
7.17.0. The summary of the criteria used to calculate the relative competitiveness of 
Indian states and the findings of this Chapter are summarized in the following tables. The 
details of weights for the various factors and how the final indices in exhibit 7.9 have 
been arrived at are given in the annexure to this dissertation. 
7.17.1 In economic efficiency factors four have been used. 
7.17.2 In other factors the percentage of services sector (this is the sector with the highest 
growth) in the economy of a state, the FDI, the State Government's debt as a percentage 
of total receipts, the per capita deposits with scheduled commercial banks, the number of 
motor vehicles per lakh of population, the surfaced road length (kms) per hundred sq. 
kms. of area, the number of electricity consumers (as a percentage of the population), the 
percentage of Villages cormected by road, the percentage of urbanised population, the 
Cellular mobile • telephone subscribers (as a percentage of the all India numbers 
(excluding metros)), the Average daily factory employment per lakh of population, the 
Life expectancy at birth, the percentage of active population, the percentage of literacy 
and the percentage of population below the poverty have been used. Details are given in 
Exhibits 7.11 (a) to (g). The resuhs of the competitiveness calculations are given in 
Exhibit 7.12. The details of the calculations are in the Appendix. 
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Exhibit 7.11 (a) 
S.No. Name of the state Economic Efficiency factors 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkira 
Tamil Nadu 
Tfipura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and Ngr 
Havl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
per Capita state 
SGDPinl998; 
Current Prices, 
Rs.'000 per 
capita'^  
9.9 
6.8 
4.8 
— 
16.3 
23.8 
15.7 
10.2 
— 
— 
11.0 
10.0 
8.1 
19.2 
8.0 
7.5 
14.3 
. . . 
6.9 
18.0 
9.1 
— 
12.2 
8.1 
7.0 
— 
11.7 
— 
9.9 
. . . 
— 
— 
24.6 
. . . 
. . . 
Annual average 
growth of SGDP 
(%) in the 
1990s(91-92to 
97-98).'^ 
6.9 
3.3 
2.3 
— 
10.4 
6.5 
4.4 
— 
— 
— 
5.2 
6.0 
6.1 
7.9 
5.1 
3.8 
12.1 
— 
3.7 
4.6 
6.6 
— 
6.1 
7.7 
3.4 
— 
6.6 
— 
6.3 
— 
— 
— 
5.7 
— 
4.4 
Variation of the 
per capita depo-
sitory accounts 
fi'om what should 
be there as per In 
dia's average./ 
-59661.84 
-73224.35 
-229449.2 
— 
+449,761.49 
. +5997.42 
-29293.96 
-15568.39 
-27573.82 
-71670.98 
+34537..94 
-25948.28 
-122547.13 
+622568.08 
— 
— 
— 
— 
-97277.06 
-36490.80 
-99522.22 
— 
+14652.09 
— 
-345142.12 
-15828.93 
-39249.09 
. - i 
— 
— 
— 
- . 1 
+239089.55 
— 
— 
Credit Deposit 
ratio of all 
scheduled com 
mercial banks 
in September 
2001 / • 
61.78 
31.10 
20.18 
36.71 
44.29 
23.33 
37.80 
21.47'-
37.83 
25.31 
58.79 
44.17 
45.15 
81.87 
33.88 
16.28 
29.58 
14.75 
40.11 
39.59 
45.62 
15.06 
85.95 
22.87 
27.65 
19.53 
42.12 
19.44 
18.85 
108.60 
20.50 
11.34 
80.67 '• 
8.36 
32.00 
^ RGICS (2000)figures) 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist or is included in 
the term 'others' as in the case of depository accounts. 
S Source: Lok Sabha unstarred question # 7770 (Hindu Business Line May 24, 2002 and calculated using % of rural 
population as per 2001 census. 
For depository accounts : Lok Sabha unstarred question No. 321 (Ministry of Finance) (reported in the Hindu Business 
Line of March 9, 2002 (page 9)) and thereafter the calculations of this researcher. 
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S.No. Nameofthestate 
Exhibit 7.11(b) 
Statewise foreign direct investment 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Andhra Pradesh 
Assam # 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
# 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur # 
Meghalaya # 
Mizoram 
Nagaland # 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura # 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Percentage of 
the services 
sector in the 
State's 
economy (1994-
95) 
43 
35 
28 
— 
37 
— 
32 
42 
37 
39 
42 
28 
44 
— 
— 
— 
„ . 
29 
33 
32 
— 
45 
' 
37 
— 
37 
— 
— 
— 
— 
— 
— 
— 
— 
(FDI) and foreign technical 
collaborations approved during the 
post liberalization period from 
August 1991 to October 2001 
Amount 
in Rs. 
Million 
125915 
16 
7395 
6327 
173643 
8795 
31967 
3631 
84.1 
210601 
14673 
91606 
464020 
31.9 
529.6 
— 
36.8 
82290 
19585 
26470 
— 
225318 
6.8 
42888 
— 
84644 
— 
— 
.. . 
. . . 
— 
330947 
. . . 
12388 
Number 
of 
Approvals 
901 
17 
46 
44 
1010 
163 
739 
93 
5 
1746 
236 
219 
3570 
1 
4 
— 
2 
136 
174 
310 
— 
1962 
2 
713 
. . . 
561 
— 
.. . 
. . . 
— 
— 
1874 
. . . 
105 
% Of total 
FDI 
approved 
4.66 
0.00 
0.27 
0.23 
6.43 
0.33 
1.18 
0.13 
0.00 
7.80 
0.54 
3.39 
17.19 
0.00 
0.03 
— 
0.00 
3.05 
0.73 
0.98 
— 
8.35 
0.00 
1.59 
— 
3.14 
— 
— 
.. . 
— 
— 
12.28 
. . . 
0.46 
State 
Government 
debt as a 
percentage of 
total receipts (in 
2000-2001). @ 
28.01 
13.34 
23.65 
. . . 
20.41 
15.86 
18.13 
22.66 
14.47 
19.17 
17.32 
16.56 
16.53 
14.51 
15.23 
— 
13.36 
29.13 
24.52 
25.17 
11.67 
17.25 
19.15 
24.60 
. . . 
43.01 
— 
.. . 
. . . 
. . . 
— 
— 
— 
.. . 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. # These figures are upto December 
1999. Source Personal Communication dated 19* March 2001from Shri S.K. Mitra, Senior Adviser, India Investment 
Centre. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
For other figures source Hindu Business Line March 22, 2002 (page 2) and SIA Newsletter and do not include figures 
for others (0.26%) and states not indicated (27.03%). 
@ Source: "Rising Pension payments push States deeper into the Red", Economic Times 26/2/2001 page 12). 
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Exhibit 7.11(c) 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
U . 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal 
Pradesh 
Jammu&Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya 
Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Per capita 
deposits with 
scheduled 
commercial 
banks (Rs.) 
(31-3-2001) 
7178 
3697 
3191 
3581 
10740 
48466 
9373 
12073 
10013 
5687 
15528 
14198 
4832 
17936 
1769 
7128 
4368 
4456 
4112 
18067 
4834 
11369 
10213 
4827 
Uttar Pradesh*** 5112 
Uttaranchal 
West Bengal 
Andaman & N. 1 
Arunachal 
Pradesh 
Chandigarh 
Dadra and 
NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
10971 
8497 
1. — 
5590 
— 
76209 
... 
— 
Motor 
vehicle 
(Nos.) per 
lakh of 
population 
(31-3-98) 
• 4166 
1594 
1944 
8765 
18347 
6173 
2611 
5513 
4820 
4925 
5448 
2330 
6656 
2302 
9880 
4168 
2055 
5942 
1372 
2409 
1926 
24011 
Surfaced 
Road length 
(kms) per 
hundred sq. 
kms. of area 
.(1999-00) 
© 
40.13 
16.19 
19.6 
42.38 
162.24 
59.36 
29.76 
4.58 
54.09 
120.65 
20.82 
93.93 
17.09 
20.46 
21.97 
37.61 
56.78 
104.45 
26.12 
21.75 
90.32 
41.79 
47.11 
50.67 
6.68 
Number of 
electricity 
consumers 
(percentage 
ofpopulatio 
n) (1999-00) 
1695.95 
11.28 
2.19 
1.92 
13.37 
20.71 
12.87 
20.52 
5.9 
15.24 
14.66 
8.07 
12.31 
6.04 
5.67 
10.86 
5.11 
3.12 
14.95 
7.08 
9.34 
15.91 
4.05 
4.17 
4.57 
7.97 
14.49 
Villages 
connected by 
road to total 
villages 
(percentage) 
(1999-2000) 
85.88 
74.56 
47.84 
94.33 
99.73 
98.8 
44.87 
65.81 
99.62 
99.25 
28.39 
70.77 
45.96 
45.33 
83.31 
88.83 
49.14 
97.27 
52.03 
79.47 
51.18# 
50.93 
50.41 
48.67 
40.56 
100 
35. fonaicnerry 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
© Source e-mail dt. 4-6-2003 from Mangesh Soman, ET Intelligence Group, Economic Times, Mumbai. 
# The figure for Tamil Nadu seems to be erroneous as it has decreased considerably from 1994-95. 
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S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
II. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh • 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand >, 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu## 
Tripura## 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi .## 
Lakshadweep 
Pondicherry 
Urbanization po 
pulation( in %) 
as per 2001 
census 
27.08 
12.72 
10.47 
20.08 
37.35 
49.77 
29.00 
9.79 
24.88 
22.25 
33.98 
25.97 
26.67 
42.40 
23.88 
19.63 
49.50 
17.74 
14.97 
33.95 
23.38 
11.10 
43.86 
17.02 
20.78 
25:59 
28.03 
— 
20.41 
— 
— 
— 
93.01 
— 
.. . 
Exhibit 7.11(d) 
Cellular mobile 
telephone subsc 
ribers - (% of 
all India) (excl 
uding metro 
areas) (30-9-01) 
13.55 
0.80 
3.24 
— 
13.31 
— 
2.67 
0.66 
— 
— 
10.85 
11.78 
5.07 
13.65 
—# 
—# 
—# 
—# 
1.35 
— 
3.14 
— 
9.62 
— 
9.13 
— 
1.06 
— 
— 
— 
— 
— 
- @ 
.. . 
Average daily 
factory employ-
ment per lakh of 
population (No.) 
1999. 
1106 
375 
— 
.. . 
1739 
2299 
— 
1447 
— 
— 
' 1859 
— 
1027 
1342 
. . . 
— 
— 
— 
396 
1870 
652 
— 
1858 
941 
— 
— 
— 
— 
— 
— 
— 
— 
2208 
— 
.. . 
Life expectancy 
at birth (2001-
06) 
Male 
62.79 
58.76 
65.66 
. . . 
63.12 
— 
64.64 
— 
— 
65.66 
62.43 
71.67 -
59.19 
66.75 
. . . 
— 
— 
-— 
60.05 
69.78 
62.17 
— 
67.00 
— 
63.54 
63.54 
66.08 
— 
— 
— 
— 
— 
— 
— 
— 
Femal 
65.00 
60.87 
64.79 
. . . 
64.10 
— 
69.30 
— 
— 
64.79 
66.44 
'. 75.00, 
58.01 
69.76 
— 
— 
— 
— 
59.71 
72.00 
62.80 
— 
69.75 
— 
64.09 
64.09 
69.34 
— 
— 
— 
— 
— 
— 
— 
— 
# A common figure of 0.11 % has been given for the North East states. 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state 
@ The figures for the non metro areas of Delhi are not available. The metro area of Delhi 
higher than any other metro area. 
## These figures are for 1997 and the figure for Tamil Nadu seems to be erroneous. 
did not exist. • 
has 762216 connections 
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S.No. Name of the state 
1. Andhra Pradesh 
2. Assam 
3. Bihar* 
4. Chhatisgarh 
5. Gujarat 
6. Goa 
7. Haryana 
8. Himachal Pradesh 
9. Jammu & Kashmir 
10. Jharkhand 
11. Kamataka 
12. Kerala 
13. Madhya Pradesh** 
14. Maharashtra 
15. Manipur 
16. Meghalaya 
17. Mizoram 
18. Nagaland 
19. Orissa 
20. Punjab 
21. Rajasthan 
22. Sikkim 
23. Tamil Nadu 
24. Tripura 
25. Uttar Pradesh''** 
26. Uttaranchal 
27. West Bengal 
28. Andaman & N. Is. 
29. Arunachal Pradesh 
30. Chandigarh 
31. Dadra and NgHavl 
32. Daman & Diu 
33. Delhi 
34. Lakshadweep 
35. Pondicherry 
Active 
population 
ratio-Active 
population 
(15 to 59 
years), divi 
ded by total 
population ( 
in % terms); 
57.0 
54.1 
51.9 
57.5 
53.0 
55.9 
56.4 
61.2 
53.5 
57.0 
Exhibit 7.11(e) 
Percentage 
of literates 
to total 
population 
Changes in % 
poverty line 
In 1983# 
1 of population 
In 1993-94 
# 
below 
In 1999. 
2000 # 
56.6 
57.0 
52.6 
61.4 
52.1 
56.8 
60.1 
as per 2001 
census. 
61.11 
64.28 
47.53 
65.18 
66.43 
75.51 
68.59 
68.08 
54.46 
54.13 
67.04 
90.92 
64.11 
77.27 
68.87 
63.31 
88.49 
67.11 
63.61 
69.95 
61.03 
69.68 
73.47 
73.66 
57.36 
72.28 
69.22 
81.18 
54.74 
81.76 
60.03 
81.09 
81.82 
87.52 
81.49 
28.91 
40.47 
62.22 
32.79 
18.90 
21.37 
16.40 
24.24 
38.24 
40.42 
49.78 
43.44 
37.02 
38.81 
36.00 
39.25 
65.29 
16.18 
34.46 
39.71 
51.66 
40.03 
47.07 
54.85 
52.13 
40.88 
23.79 
15.67 
26.22 
42.36 
50.06 
22.19 
40.86 
54.96 
24.21 
14.92 
25.05 
28.44 
25.17 
33.16 
25.43 
42.52 
36.86 
33.78 
37.92 
25.66 
37.92 
48.56 
11.77 
27.41 
41.43 
35.03 
39.01 
40.85 
35.66 
34.47 
39.35 
11.35 
50.84 
15.80 
14.69 
25.04 
37.40 
15.77 
36.09 
42.60 
14.07 
4.40 
8.74 
7.63 
3.48 
20.04 
12.72 
37.43 
25.02 
28.54 
33.87 
19.47 
33.87 
47.15 
6.16 
15.28 
36.55 
21.12 
34.44 
31.15 
27.02 
20.99 
33.47 
5.75 
17.14 
4.44 
8.23 
15.60 
21.67 
# Tables 2.19, 2.20 and 2.21 National Human Development Report, Planning Commission, Government of 
India. 
* includes Jharkhand; ** includes Chhatisgarh; "** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
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Exhibit 7.11(f) 
Villages with different facilities and human development index 
(in percentage terms) 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam# 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya 
Pradesh** 
Maharashtra 
Manipur # 
Meghalaya# 
Mizoram# 
Nagaland# 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura# 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Transportation 
Connected 
with pucca 
(black top) 
road 
44.3 
— 
19.0 
. . . 
54.6 
— 
61.1 
23.8 ' 
— 
— 
25.9 
85.3 
21.2 
45.0 
— 
— 
— 
— 
15.7 
81.4 
40.6 
— 
40.8 
— 
34.3 
— 
14.1 
— 
— 
— 
— 
— 
— 
Bus stop 
within 2 
kms. 
92.0 
— 
42.2 
— 
85.2 
— 
76.7 
61.9 
— 
85.9 
94.7 
40.1 
81.5 
— 
.. . 
— 
— 
44.1 
68.6 
53.8 
— 
93.4 
— 
44.4 
— 
56.4 
— 
— 
— 
— 
water supply 
Piped water 
8.9 
— 
0.0 
— 
47.7 
— 
32.2 
61.9 
22.2 
10.7 
2.8 
24.5 
— 
— 
0.0 
34.3 
9.4 
52.6 
— 
6.0 
2.6 
— 
— 
Health 
Anganwadi 
centre 
62.8 
19.8 
— 
79.6 
82.2 
46.0 
— 
83.7 
70.7 
33.2 
78.8 
45.1 
35.7 
44.3 
75.0 
30.1 
53.9 
— 
.. . 
Human 
development 
index (2001) 
0.416 
0.386 
0.367 
— 
0.479 
0.509 
. 
>__ 
•... 
0.478 
0.638 
0.394 
0.523 
*— 
h . . 
»__ 
0.404 
0.537 
0.424 
^ 
0.531 
0.385 
. . . 
0.472 
:.. 
. . . 
. . . 
„ 
. . . 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
# Common figure has been given for the North East viz. 21.2, 63.6, 15.2, 3.0, 3.0 and 90.9 respectively so they cannot 
be used for calculation of interstate competitivity. 
Source Indian Express Magazzine March 17,2002 who have sourced it from the India Development Report (2000). 
National Council for Applied Economic Research. 
^National Human Development Report, Planning Commission, Government Of India (2002) 
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s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is 
Arunachal Pradesh 
Chandigarh 
Dra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Surfaced 
Roads per 
100 sq..kms. 
(1999-2000) 
40.13 
16.19 
19.6 
. . . 
42.38 
162.24 
59.36 
29.76 
4.58 
— 
54.09 
120.65 
20.82 
93.93 
17.09 
20.46 
21.97 
37.61 
56.78 
104.45 
26.12 
21.75 
90.32 
41.79 
47.11 
— 
50.67 
— 
6.68 
— 
— 
— 
1695.95 
— 
. . . 
Table 7.11(g) 
% of villages 
connected by 
roads (1999-
2000) 
85.88 
74.56 
47.84 
. . . 
94.33 
99.73 
98.8 
44.87 
65.81 
— 
99.62 
99.25 
28.39 
70.77 
45.96 
45.33 
83.31 
88.33 
49.14 
97.27 
52.03 
79.47 
51.18 
50.93 
50.41 
— 
48.67 
— 
— 
.. . 
— 
— 
100.00 
. . . 
. . . 
Number of 
electricity 
consumers(% 
of population 
)(1999-
2000). 
11.28 
2.19 
1.92 
. . . 
13.37 
20.71 
12.87 • 
20.52 
5.9 
— 
15.24 
14.66 
8.07 
12.31 
6.04 
5.67 
10.86 
5.11 
3.12 
14.95 
7.08 
9.34 
15.91 
4.05 
4.17 
— 
4.57 
— 
7.97 
— 
— 
— 
14.49 
— 
.. . 
Direct 
telephone 
lines per 
100 persons 
(1999-2000) 
2.98 
1.04 
0.75 
. . . 
3.88 
1.47(#) 
3.12 
4.77 C^ ) 
1.33 
— 
3.52 
5.4 
1.38 
4.79 
— 
0.62 ($) 
— 
— 
1.19 
5.42 
2.01 
— 
4.39 
— 
2.58 
— 
1.99 
— 
— 
— 
— 
— 
13.7 
— 
— 
Cellular 
Subscribers 
(% of 
population 
)(1999-2000). 
0.44 
0.04 
0.05 
. . . 
0.59 
— 
0.24 
0.17,. 
— 
— . 
0.65 
1.17 
0.10 
1.05 
— 
— 
— 
— 
0.05 
0.79 
0.07 
— 
0.70 
— 
0.31 
— 
0.30 
— 
— • • 
— 
— 
— 
5.01 
— 
1 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. # figure for 1990-91. $ figure for 
1994-95. ^ Mr. Sukh Ram former Union Communications Minister was from the state and was probably responsible for 
this very number of direct telephone lines per 100 population. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
Source e-mail dated 4-6-2003 from Mr. Mangesh Soman, ET Intelligence Group, Economic Times, Mumbai. 
249 
Table 7.12 
Overall Competitiveness and ranking of states 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam 
Bihar 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh 
Uttaranchal 
West Bengal 
Andaman & Nicobar Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and Nagar Haveli 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Overall competitiveness index 
,0.4174 
0.1566 
0.0667 
• 
0.5495 
0.5962 
0.4158 
0.2938 
0.2412 
• 
0.4875 
0.4846 
0.1129 
0.6206 
0.2644 
0.1961 
0.5248 
0.1154 
0.1127 
0.4871 
0.2414 
0.3282 
0.5581 
0.2371 
0.1861 
• 
0.2525 
0.4440 
0.2310 
0.9146 
0.4380 
0.6698 
0.8250 
0.5584 
0.3261 
Competitive ranking 
9 
17 
20 
* 
5 
3 
10 
11 
* 
* 
6 
8 
18 
2 
12 
15 
^ 
* 
19 
7 
14 
* 
4 
* 
16 
* 
13 
* 
* 
* 
* 
* 
1 
* 
* 
y Newly created states. Their data is too recent to calculate competitiveness. 
*Note : The data for these States/ Union Territories is too meagre/ scanty to arrive at any idea of their real 
competitiveness. 
7.17.0 The figures show that excluding the States/ Union Territories with meagre/ scanty 
data (i.e. data is available for less than 25 criteria) and excluding Delhi (which is very 
small and the national capital) in terms of competitiveness in the first ten states seven are 
in the west and south. This confirms the hypothesis of there being a north-east south-west 
divide (with some exceptions such as the National Capital region around Delhi, Punjab 
and Haryana) within the country in terms of competitiveness/competitive advantage. 
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Chapter-8 
The Competitive position of Maharashtra a ^P>n^  i n s t a t e s of India 
8.0.0 In Chapter 7 of this dissertation applying Porter's five model to the states of India 
this researcher had postulated a north-east south-west divide in the states in India with 
regard to the competitiveness/competitive advantage of states within India. Thereafter 
this researcher had used data available on 26 criteria to determine the competitiveness of 
states and found that for 14 StatesAJnion Territories there was meager/ scanty data to 
arrive at any conclusion with regard to their competitiveness. The north-east south-west 
divide in terms of competitiveness/ competitive advantage in the country (in that in the 
first ten states eighth are in the west and south) has. also been confirmed. 
8.0.1 This researcher is only going to use relevant extracts of the detailed analysis of all 
the states, with regard to competitive advantage done in Chapter 7 of this dissertation to 
arrive at the position of the State of Maharashtra among the states in India. While doing 
this additional statistical data given at the end of the article by Burange (1999) and the 
figures in the Economic Survey of Maharashtra for various years will also be used. 
8.0.2. Burange (1999) and the Economic Surveys of Maharashtra have shown that 
Maharashtra has seen its share of number of registered factories, productive capital. 
Number of employees employed in industry, value of output and Net value added as a 
percentage of the all India figure decline from a high of 17.91 percent in 1969-70 to 
14.44 percent in 1994-95, to 11.3 percent in 1998; from a high of 19.06 percent in 1985-
86 to 16.62 percent in 1994-95; from a high of 19.1 percent in 1969-70 to 14.49 percent 
in 1994-95, to 12.2 percent in 1998; from a high of 32.36 percent in 1969-70 to 21.13 
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percent in 1994-95; and from a high of 26.68 percent in 1969-70 to 22.01 percent in 
1994-95, to 21.62 percent in 1998-99 respectively. The change in the figures for these 
five items over the years is shown in tabular form in Exhibit 8.0. 
Exhibit 8.1. 
Maharashtra's Share in Indian Industry (Per cent) 
Item 
No of registered factories 
Productive capital 
No of employees 
Value of output 
Net value added 
1969-70 
17.91 
17.43 
19.1 
32.36 
26.68 
1975-76 
17.25 
16.64 
18.26 
24.05 
24.6 
1979-80 
15.57 
16.48 
17.45 
23.7 
24.87 
1985-86 
14.82 
19.06 
16.06 
22.54 
25.88 
1990-91 
14.15 
17.13 
15.18 
22.7 
23.3 
1992-93 
13.86 
17.63 
14.73 
21.18 
22.75 
1994-95 
14.44 
16.62 
14.49 
21.13 
22.01 
1998* 
11.3 
18.0# 
12.2 
19.0# 
21.62# 
* Source for the 1998 figures is the Economic Survey of Maharashtra 2000-2001 Table of Maharashtra's comparison 
with India. 
# These figures are for the financial year 1998-99. Source Figure 9.1 and paragraph 9.5 of the Economic Survey of 
Maharashtra 2000-2001. 
8.0.3. The sectoral change in State Domestic Product (SDP) of Maharashtra in 
percentage terms over the years is shown in Exhibit 8.1. 
Exhibit 8.1. 
Sectoral Composition of State Domestic Product (Per cent) 
1960-61 
1965-66 
1970-71 
1975-76 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
1994-95 
1999-2000* 
Year 
ACGR (per cent) 
1960-61 to 1994-95 
1979-80 to 1994-95 
Note: ACGR = Annual 
(-)1.65 
(-)2.11 
Primary 
Compound Growth Rate. 
41.6 
32.8 
28.6 
31.7 
28.7 
28.1 
27.6 
27.2 
28.1 
25.8 
23.9 
21.4 
25.4 
24.7 
24.2 
22.9 
20.1 
22.0 
21.9 
21.2 
17.2 
Sector 
Secondary 
(-)0.19 . 
26.7 
31.5 
34.2 
32 
34.5 
35.1 
33.7 
33.4 
32.6 
33.5 
35.3 
37.1 
33.5 
33.5 
33.7 
33.8 
33.5 
32.5 
32.7 
34.5 
30.2 
0.41 
Tertiary 
31.7 
35.7 
37.2 
36.3, 
36.8 
36.8 
38.7 
39.4 
39.3 
40.7 
40.8 
41.5 
41.1 
41.8 
42.1 
43.3 
46.4 
45.5 
45.4 
44.3 
52.6 
0.92 
1.43 
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* Source of the figures for 1999-2000 is the Economic Survey of Maharashtra 2000-2001 paragraph 3.9 and figure 
3.1 
8.0.4 Burange (1999) has calculated the composition of industries in Maharashtra 
according to value added in the 40 years from 1960 to 1998-99 as in Exhibit 8.2: 
Exhibit 8.2 
Composition of Industries according to Value Added (Per cent) 
Year Consumer goods Capital and intermediate goods 
1960 52 48 
1980-81 35 65 
1989-90 21 79 
1991-92 20 80 
1992-93 16 84 
1993-94 18 82 
1994-95 18 82 
1995-96 17 83 
1998-99 19.8 80.2 
1999-2000* 21.2 78.8 
* The figures for this year have been added by this researcher from Table No.33 of the Economic Survey of 
Maharashtra 2001-02. 
8.0.5 The figures show that the composition of industries according to value added in 
Maharashtra decreased rapidly from being more than 50 percent in favour of consumer 
goods to a low of 16 percent in 1992-93 where after it has stabilized and stayed between 
17 to 21 percent. Since the fluctuation in the demand for capital and intermediate goods is 
much more than in the case of consumer goods this has made the economy of the state 
more susceptible to the vagaries of the business cycle. 
8.0.6 Burange (1999 (Table 4)) has also shown that in the period 1979-80 to 1994-95 that 
even though there has been a shift of fixed capital from agricultural related industries to 
non-agricultui-al related industries by 6.16 percent the proportionate change in share of 
value added has been 8.9 percent. This means that with the shift of capital to more non-
agricultural related industries there is a more than proportionate rise in the value added. 
8.0.7 The labour position in a state affects its competitiveness. Table 55 of the Economic 
Survey of Maharashtra 2000-01 shows that over the 40 year period from 1961 the number 
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of strikes and lockouts increased significantly from less than 300 to between 600 and 700 
till the 1980s and then more than halved by 1986. Thereafter the decline continued and in 
the year 2001 it stood at an all time low of 59. The workers affected also went up six 
times till over 5,00,000 in 1966 and thereafter continued to decline till the all time low of 
23700 in 2001. The number of mandays lost also went up 5.75 lakhs in 1961 over six 
times in the sixties, then declined in the seventies and all of a sudden peaked in 1981 at 
over 95 lakhs in 1981. Thereafter the figure declined significantly but has remained 
steady around 50 lakhs per year and has not declined as the other two figures have. Thus 
even though the state has witnessed in the number of strikes and lockouts and the workers 
affected by these, still the mandays lost have not declined proportionately. 
8.0.8 The competitiveness of a state is affected by various factors chief being the 
availability of good infrastructure. The Centre for the Monitoring of the Indian 
Economy(CMIE) (1997) (quoted in Biirange (1999)has given certain comparative figures 
with regard to index of growth of infi-astructure from 1980-81 to 1993-94. These figures 
seem to show that even though Maharashtra and Tamil Nadu started at almost the same 
level in 1980-81 thereafter by the 1990s Tamil Nadu had gone far ahead of Maharashtra. 
In the case of West Bengal it started at a slightly higher level vis-a-vis Maharashtra and 
Tamil Nadu still it stayed slightly ahead of Maharashtra but was behind Tamil Nadu. The 
figures are shown in the Exhibit 8.3 adapted from Burange (1999). 
Exhibit 8.3 
Index of growth in infrastructure - 1980-81 to 1993-94 (1980-81 = 100) 
Year/State Maharashtra Gujarat Tamil Nadu West Bengal India 
1980-81 100.6 102.9 100.2 101.9 103.1 
1981-82 105.6 106.9 103.9 104.1 104.8 
1982-83* 106.2 108.7 105 105.3 105.9 
1983-84 106.8 110.5 106 106.4 107 
256 
1884-85 
1985-86 
1986-87 
1987-88 
1988-89 
1989-90 
1990-91 
1991-92 
1992-93 
1993-94 
Note: * estimated. 
109 
109.9 
111.2 
113.9 
117.2 
119.7 
126 
124.8 
127.8 
129 
116 
115.9 
116.9 
120 
122.3 
126.2 
137.9 
140.1 
144.4 
145.6 
Source: CMIE, Profiles of States, March 1997. 
110.4 
112.4 
115.9 
118.1 
126.2 
129.8 
129.5 
132.5 
134.3 
136.9 
110.1 
106.6 
115.2 
116.8 
120.5 
123.2 
120.3 
119.9 
128.5 
129.5 
112 
113.7 
120.4 
124.4 
128.9 
133.1 
134.1 
136.6 
139.9 
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8.1.0 Porter's model (Exhibit 1.1) has postulated that competitive advantage is 
determined by five forces. This has been fiirther modified by Macmillan and Tempoe 
(2000 (Exhibit 1.8)) to include three other factors. In the view of this researcher in federal 
countries, state and local governments have an important role, there is an additional 
factor viz. the efforts made by the State Government. Examples are the personal efforts of 
the Chief Minister of Andhra Pradesh and the efforts of the government of Kamataka 
which have ensured that the two states have been able to achieve and keep their very 
strong competitive advantage in computer software. 
8.1.1 These efforts determine the factor conditions vis-a-vis the state in question as 
specialized factors are created, not inherited. Among the specialised factors of production 
are capital and infrastructure. These involve heavy, sustained investment over a long 
period and are extremely difficult to duplicate. This is an area where Maharashtra has one 
of the biggest competitive advantages viz. its capital Mumbai. Which is the financial 
capital of India, where capital is concentrated and infrastructure is one of the best in 
India. This results in virtually no power cuts in Mumbai, one of the best urban transport 
systems in India and the concentration of the service and financial sectors in the city. 
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These are the areas where within the states located in the south and west of the country it 
is the state of Maharashtra which has enjoyed and continues to enjoy an overwhelming 
competitive advantage. 
8.1.1. Maharashtra has its problems viz. high cost of labour because of the shortage of 
skilled people despite a large production of skilled manpower, the cost of land/ houses in 
the city of Mumbai and even in the irrigated area of western Maharashtra. 
8.2.0. Demand Conditions which create competitive advantage refer to sophisticated 
internal market conditions as firms are likely to produce/ sell superior products to meet 
the market demands of high quality. 
8.2.1. In the researcher's view it is the competition in the financial sector in the city of 
Mumbai which has lead to its continuing to remain the financial capital of India. 
8.3.0 Firm Strategy, is to some extent determined by the state of the capital markets. 
India having a unified capital market one would not expect much variation in outlook 
between Industries with regard to long term and short term outlooks. 
8.3.1. The types of industries where Maharashtra had a competitive advantage are 
industries where the outlook/ investment is normally long term (like the textiles, 
consumer goods and pharmaceutical industries). These, however, are in a recessionary 
phase. The state has not been able to rapidly adjust to change because of inflexible 
Indian labour and urban land ceiling laws has lost some of the competitive advantage to 
its rivals in the south and west. 
8.4.0. Structure refers to style of management of an industry/ company. The best 
management style for an industry varies from time to time and industry to industry. Since 
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long the firms located in Maharashtra seem to be more professionally managed and less 
of family firms (even though the firms within e.g. the Tata or Mahindra Group 
(headquartered in Mumbai) and Bajaj (headquartered in Pune) seem to be family 
managed firms most of their top management with the exception of the Chairman, are 
professional managers) and this makes them more competitive than their rivals. 
8.4.1. Rivalry means intense competition which spurs innovation. Both Proctor & 
Gamble and Hindustan Lever, India's biggest competitors in soaps, shampoos, etc., are 
headquartered in Mumbai. A similar position prevails in the service industries. 
8.5.0. Related and Supporting Industries is important to the development of 
competitiveness among firms and usually occurs at a regional level in the form of 
clusters. 
8.5.1. Clustering has occurred in the financial sector in Mumbai where the availability of 
staff with expertise in the financial/ banking sectors and stock broking has led to the 
headquartering of many major banks, mvestment institutions such as the Life Insurance 
Corporation of India, Development Financial Institutions such as the Industrial 
development Bank of India, both the leading stock exchanges in India, the Unit Trust of 
India and many other mutual funds and even the Reserve Bank of Indid in the city and to 
giving the state a great competitive advantage in the financial sector over its rivals. 
8.6.0. Chance refers to occurrence of certain random natural things. The occurrence of a 
natural deep water harbour at Mumbai around which two major ports (the Mumbai port 
and the Jawaharlal Nehru port) accounting for almost 50 percent of India's exports have 
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till recently given the state of Maharashtra an immense competitive advantage over its 
rivals. 
8.6.1. Chance also refers to the existence of the Deccan plateau (in the vicinity of a large 
consuming market like Mumbai and from where exports can easily take place) which 
creates a climate extremely suitable for the production of fruits and sugar cane over a 
large area in the interior of the state and a ready market for the production. 
8.6.2 Chance also refers to the emergence of a large number of colleges and institutions 
of higher and technical learning taking advantage of Pune's and Maharashtra's tradition 
of excellence in higher and technical education in the interior of Mahai^ashtra, producing 
a highly qualified and skilled work force in significant numbers which are available for 
employment in industry and services. This has given the state of Maharashtra an immense 
competitive advantage over its rivals in that the technical manpower required for the 
information technology, telecom and other industries is available in abundant numbers. 
8.7.0. The role of the Central Government is very important. More than the investment 
made by the said Government it is the extent of effective utilisation of such investment 
which gives a state a competitive advantage, e.g. the excellent harbour of Mumbai port 
led to the establishment of two oil refineries and the supporting and ancillary industries in 
the city. The development of atomic power and gas based power around the city also 
helped the city in not facing any power shortages unlike the rest of India where this is 
normal. All this combined with a cheap and excellent coimnunication system viz. the fast 
and efficient Brihanmumbai Electricity and Transport Undertaking (BEST) bus and the 
local train service and they added to the competitive advantage enjoyed by the city. 
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8.7.1. In the case of Maharashtra to overcome the overcrowding and delays in Mumbai 
port resulting in disadvantages to firms, the Government of India has invested in the 
creation of a large new port on the mainland side of the Mumbai port viz. the Jawaharlal 
Nehru Port (earlier the Nhava-Sheva Port) handling containers on a large scale. The 
estabhshment of this port has increased the percentage of exports passing through 
Maharashtra to almost 50 percent of India's exports giving the state a very big 
competitive advantage rather than the competitive disadvantage of having only a 
declining port (even though it still continued to be the biggest in India) like the Mumbai 
port as its major export port. 
8.8.0. Lobby groups implies changing the ground rules and values due to pressure tactics 
by interested parties, e.g. the effect of the anti plastic green brigade in convincing the 
Brihaimiumbai Municipal Corporation authorities that thin plastic bags hot being easily 
biodegradable were causing chocldng up and other problems in sewage and waste 
disposal, which forced the Municipal Corporation to ban and strictly enforce the ban on 
the use of plastic bags of thickness less than 20 mms. Intensive activities by lobby groups 
may give rise to industrial location problems for states, e.g. the lobbying by the 
environmental lobby has persuaded the Supreme Court of India to order the Delhi 
Government to relocate all polluting industries outside the city. The attraction of Delhi 
for the location of industries has thus been considerably reduced resulting in a loss of 
competitive advantage. In the case of Maharashtra loss of competitive advantage is also 
occurring due to intensive activities by lobby groups. Earlier this was against the location 
of the Oil and Natural Gas Corporations supply base at Nhava island, later against the 
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location of the second landfall point for offshore gas in Maharashtra which led to it being 
diverted to Hazira near Surat in Gujarat and recently against the construction of a 
flyover/viaduct over Peddar Road in South Mumbai (this would smoothen the flow of 
traffic) when famous Indian singers Lata Mangeshkar and her sister Asha Bhonsale were 
roped in and they even threatened to move to Dubai in the United Arab Emirates if the 
flyover/viaduct was constructed. All this has led to a significant loss of locational 
competitive advantage to Mumbai in particular and Maharashtra in general. 
8.9.0. The efforts made by the State Government - to keep the state competitive vis-a-vis 
its competitors is extremely important in the context of state Governments in India. 
Earlier states were providing the following incentives to gain competitive advantage: 
l)Subsidies to firms, either directly (money) or indirectly (through provision of 
excellent infrastructure for which economic charges are not levied). 
2)Liberal tax codes applicable to corporation, business or property ownership and 
(using sales tax rebates) returns in the initial years from the investment made. 
3)Educational policies that encourage the development of higher skill level by workers 
in the area. 
8.10.0 Earlier Maharashtra and Gujarat had used these incentives to gain competitive 
advantage over other states, but later on these two states were not able to cope up the 
changing requirements of industries such as the decline of the cotton textile industry. By 
the time they managed to do this other states such as Andhra Pradesh and Kamataka were 
able to provide the requisite infrastructure, the atmosphere, etc., for persuading Indian 
and foreign investors to invest in them as well as give them a competitive advantage over 
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the states in the west,.which had a competitive advantage earlier in older industries and 
services. 
8.11.0. All these efforts are paying off in the sense that the very strong competitive 
advantage which the state earlier had in various industries and services and which it had 
almost lost is now slowly being regained. 
8.12.0. In this thesis a detailed calculation of the inter-se competitiveness of states was 
made and it was seen that taking 26 criteria into consideration after Delhi the position of 
Maharashtra was second in India (Goa was a very close third). However, a recent poll 
made by Business Today (BT) and Gallup (BT (2003)) shows that in terms of 
attractiveness because of various reasons such as the Supreme Court order prohibiting 
polluting industries from continuing in Delhi, deterioration in infrastructm'e,'etc., Delhi's 
position has gone down significantly and Maharashtra has emerged as the most 
competitive state. 
8.12.1 Overall the position of Maharashtra vis-a-vis other states is that with regard to the 
motor vehicles per lakh of population (31-3-98) Maharashtra's position is ninth. On 
surfaced roads per hundred square kilometers of area Maharashtra's position is fifth. 
With regard to the road length in kilometers per hundred square kilometers (31-3-97) 
Maharashtra's position is twelfth. With regard to the number of electricity consumers as a 
percentage of the population Maharashtra's position is eighth. With regard to the 
percentage of villages connected by roads Maharashtra's position is twelfth. With regard 
to the Cellular mobile telephone subscribers (percentage of all India excluding metro 
areas (31-9-01) Maharashtra's position is first. If the number of cellular mobile telephone 
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subscribers in Mumbai city is also included then this position is only overshadowed by 
the National capital region. On urbanisation percentage Maharashtra's position is fourth. 
On the other attributes of infrastructure viz. villages with a bus stop within 2 kilometres 
(kms), having piped water and with an anganwadi centre Maharashtra's position is fifth, 
sixth and fourth respectively. 
8.12.2 However, the above figures do not show its strengths, weaknesses, opportunities 
and threats (i.e. a SWOT analysis of the competitive position of the state). 
8.13.0 The indicators where Maharashtra is has strengths) are: 
(1) the per capita state gross domestic product (SGDP); 
(2) the annual average growth of SGDP (percentage) in the 1990s; 
(3) the credit deposit ratio of all commercial banks; 
(4) the percentage of the services sector in the state's economy; 
(6) the foreign direct investment (FDI) and foreign technical collaborations approved 
during the post liberalisation period (i.e. from August 1991 till October 2001) in terms of 
amount, number of approvals and as a percentage of total FDI approved for India and the 
FDI in the last three years; 
(7) the per capita deposits with scheduled commercial banks; 
(8) the number of cellular mobile telephone subscribers (percentage of all India excluding 
metro areas(31-9-01)); 
(9) the percentage of electricity consumers; 
(10) the number of villages connected with pucca (bituminised) road; 
(11) the number of villages with a bus stop within 2 kms.; 
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(12) the number of villages having piped water; 
(13) the number of direct telephone lines per hundred persons.; 
(14) the number of villages with an anganwadi centre; 
(15)the percentage of population which is urbanised (if small states like Delhi, Goa and 
Mizoram are excluded from consideration then it's position is second); 
(16)the life expectancy at birth for males; 
(17)the life expectancy at birth for females; 
(18)the percentage of active population ratio (15 to 59 years); 
(19)the percentage of literates to total population as per the 2001 census (if small states 
and Union Territories like Delhi, Mizoram, Andaman and Nicobar islands, Chandigarh, 
Daman and Diu, Lakshadweep and Pondicherry are excluded from consideration then it's 
position is second); 
(20)the factors constituting the Human Development Index prepared by the Planning 
Commission of the Government of India (2001), where it's position is fourth; 
8.13.1 However, as brought out in the BT (2003) report, in addition to the quantitative 
indicators mentioned above it is the feeling in the minds of Chief Executive Officers that 
the state has competitiveness in power availability/ cost, the state government's support, 
tax reliefs /subsidies, flexibility of the state government on policies, policy implementat-
ion., availability of raw materials, labour availability, quality of local administration, 
quality of power, proximity to market (buyers) where its position is either the first or it is 
in the top three that give it competitive advantage. 
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8.13.2 As further brought out in the BT (2003) report, in addition to the factors 
mentioned by the Chief Executive Officers there are other indicators mentioned by policy 
makers where the state has competitiveness, these include connectivity to international 
cities, education facilities, in the banking sector- advanced banking facilities and telecom 
facilities where its position is once again either the first or it is in the top three that give it 
competitive advantage. 
8.13.3 All of the above give the state a strong competitive advantage over its competitors, 
i.e. much more than is seen from only an analysis of the indicators. 
8.14.0 The indicators where Maliarashtra is not having much competitiveness/ 
competitive advantage (i.e. its weaknesses) are: 
(1) the per capita net small savings collection; 
(2) the average daily factory employment per lakh of population; 
(3) motor vehicles per lakh of population; 
(4) total road length in kms per hundred square kilometers; 
(5) percentage of villages having a post office within 2 kms.; 
(6) percentage of villages having a pharmacy; 
(7) the number of primary schools per lakh of population; 
(8)the number of middle schools per lakh of population; 
(9)the number of higher secondary schools/junior colleges per lakh of population; 
(lO)the number of institutions of higher education per lakh of population; 
8.14.1 What has also not been covered in the indicators is the fact that Maharashtra still 
has a large proportion of backward (almost all the area outside the Pune-Mumbai-Nasik 
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and the sugar and urban belts in Western Maharashtra mainly in Marathwada and 
Vidarbha) and the scheduled (tribal) (16 percent of its physical area) areas, where the 
average performance on many competitiveness indicators is average if not poor. 
8.15.0 The opportunities in competitive advantage for the state of Maharashtra is to 
leverage on its strengths viz. try to continuously improve or at least maintain its position 
on as many indicators as possible where it is highly competitive, by /focus,ing on them 
improve its position on as many indicators as possible where it is not have competitive 
advantage so that its overall position can improve/ be maintained, take advantage of the 
competitive advantage given to the state by its capital the city of Mumbai. 
8.15.1 Waking up fairly late the state has now to some extent tried to use and create 
opportunities for improving its overall competitiveness by rationalising the textile 
industry, permitting the textile mills to move out of Mumbai and letting the land be used 
for high value added and non polluting industries and services, established the Mumbai-
Pune IT knowledge corridor, built the Mumbai-Pune expressway in a record time to 
provide a convenient and quick cormection between two of its major metropolises, 
established a large number of five star industrial estates where infrastructure of a very 
high quality is made readily available to industries so that they can start production 
quickly, establishment of a single window system in many departments so that there is no 
delay or harassment in granting various permissions, etc. 
8.16.0 The threats to Maharashtra's competitive advantage/ competitiveness are that the 
actions taken by the state government in improving the infrastructure and the atmosphere 
for setting up new ventures may not be sufficient to either bring back the industry/ 
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services which has left for other states or which has not been set up due to the various 
obstacles in their way. 
8.17.0 Another area of concern for the state is the fact that while the state was resting on 
its laurels other states mainly the southern states have caught up and are ahead in many 
areas and respects and that industry and services find that despite infi"astructure, good 
electric and skilled labour supply the attractiveness of the state is marred by bandhs, 
octroi and other problems. 
8.18.1. As per the India Investment Centre data in terms of the amount of FDI approved 
Maharashtra (which in the earlier seven year period from 1991 to 1997 was leading with 
12.49 percent of India's FDI, in the three year period 1997-1999 continued to lead (with 
14.6 percent of the total FDI in India) followed by Delhi (11.96 percent perhaps because 
it has a very strong competitive advantage in that it is a city state)) led the pack. The next 
states were Kamataka (9.55 percent), Tamil Nadu (7.94 percent), Gujarat(6.77 percent) 
and Andhra Pradesh (5.71 percent). Even during the first five months of 2000 
Maharashtra got 45.22 percent of the total FDI in the country (see S. Majumdar (2000 ). 
By July 2002 once again FDI into Maharashtra grew to 13.75 percent followed by Delhi 
with 12.09 percent of the all India FDI (Business Line) (Exhibit 7.4). In the last three 
years viz. 2000-02 however, Maharashtra's premier position in FDI was overtaken by 
Delhi with 28.17 percent versus 28.86 percent respectively (Exhibit 7.5). This was 
particularly because in 2001 Delhi received 43.67 percent of FDI versus 18.88 for 
Maharashtra. In the other two years the position was reversed with Maharashtra getting 
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35.46 and 30.18 percent in 2000 and 2002 versus 24.35 and 18.57 percent respectively by 
Delhi. 
8.18.2 As has been seen from Exhibits 7.4 and 7.5 (Chapter 7) some states like Gujarat 
which earlier were very high in the FDI have not received much FDI in the last three 
years (2000 to 2002) (an average of 0.92 percent of all India FDI), Delhi and Maharashtra 
have managed to get more than 28 percent each of India's FDI and the southern states 
have not done so well. Thus despite the criticism that Maharashtra has become an 
unattractive place for FDI, the state still continues to be the one which attracts one of the 
highest percentage of FDI into India. 
8.19.0 A group of criteria which reflects the availability of infrastructure is surfaced road 
length ((kms.) per hundred square kms. of area - density of the network) where only 
Delhi, Goa, Kerala and Punjab have percentages more than Maharashtra (Exhibit 7.9 (c)), 
the percentage of villages connected with pucca (black top) road where only Kerala, 
Punjab and Haryana are ahead of Maharashtra (Exhibit 7.9 (f)); number of electricity 
consumers as a percentage of the population (Exhibit 7.9 (c)) where a number of states 
viz. Goa, Himachal Pradesh, Tamil Nadu, Punjab, Kamataka, Kerala, Delhi and Gujarat 
are ahead of Maharashtra; percentage of villages comiected by roads where 
Maharashtra's position is behind many states viz. Delhi, Goa, Karnataka, Kerala, 
Haryana, Punjab, Gujarat, Nagaland, Andhra Pradesh, Mizoram and Assam (Exhibit 7.9 
(c)), percentage of the service sector in the state's economy where Maharashtra's position 
is second just behind Tamil Nadu (Exhibit 7.9 (b)), (details worked out below from data 
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on the websites of the state governments, India Infoline and India Investment Centre and 
Business Line and Indian Express various issues). 
8.19.1 Another group of criteria which is of relevance and which reflects the availability 
of / capacity of the state to provide the capital for investment for infrastructure required 
by industry is the State Government debt as a percentage of total receipts where only 
relatively undeveloped states like Sikkim, Assam, Nagaland, Manipur Meghalaya and 
Goa have percentages lower than Maharashtra (Exhibit 7.9 (b)); the per capita depository 
accounts where Maharashtra has the highest figure (Exhibit 7.9 (a)) and the Cellular 
mobile telephone subscribers - (percentage of all India) (excluding metro areas) where 
Maharashtra has the highest figure (Exhibit 7.9 (d)). 
8.19.2 As can be seen from the discussion in Chapter 7 and above the position of 
Maharashtra with regard to the percentage debt to total receipts at 16.6 percent is very 
satisfactory compared to West Bengal with 43 percent, Orissa with 29 percent, Andhra 
Pradesh with 28 percent, Rajasthan at 25 percent, Punjab at 24.5 percent and Gujarat at 
20 percent (a big chunk is for the construction of the dam and canals of the Sardar 
Sarovar Project). However, this comparatively advantageous position of Maharashtra has 
changed significantly for the worse recently mainly due to over borrowing (the borrowing 
was for the Krishna Valley and later other irrigation projects in Vidarbha and 
Marathwada) and the state is having difficuhies in making ends meet. 
8.19.3 The figures regarding surfaced road length per hundred square kilometres have 
already been discussed earlier in paragraphs 8.19.0 and Maharashtra's position is fifth. 
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8.19.4 The figures regarding percentage of villages connected by pucca road and ordinary 
roads have also been discussed earlier in paragraphs 8.19.0 and Maharashtra's position is 
respectively fifth and twelfth. Hence does seem to have some competitive advantage in 
pucca roads though not in all roads. 
8.19.5 As regards the percentage of electricity consumers to the population the figures for 
have been discussed earlier in paragraphs 8.19.0 and Maharashtra's position is ninth. 
Hence on this criteria also Maharashtra does seem to have a competitive advantage over 
its competitors. 
8.20.0. The Human Development Index (HDI) is a very important measure of the state of 
development of the human capital of a state. The HDI is calculated by taking the figures 
of life expectancy and as done in Exhibit 7.8 calculating an index of life expectancy; 
taking the figures for adult literacy and middle school enrollment ratio and calculating the 
index of literacy; taking the per capita State Domestic Product (SDP) and aggregating the 
three indices. 
8.20.1. In Chapter 7 of this dissertation this researcher has discussed the figures of HDI 
for the states in India and the all India average. It will be seen that on this measure Kerala 
has the highest HDI because of its extremely high literacy rate and its very high life 
expectancy. Maharashtra's position is lower with only Punjab and Haryana as close 
competitors. HDI only measures three aspects of competitiveness viz. life expectancy, 
adult literacy and per capita state domestic product it can only be an indicator of the 
competitiveness of the state in respect of these areas and cannot be the only determinant 
of competitive advantage. However, as can be seen, on HDI also the state does seem to 
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have a competitive advantage and its position is higher than its competitors in the south 
and west with the exception of Tamil Nadu. 
8.21.0. Out of the 53 criteria identified in Chapter 7 after considering the information 
available on 26 of the criteria it is very clear that excepting for certain factors such as the 
availability of road infrastructure (not pucca roads), Maharashtra has enjoyed and 
continues to enjoy a significant competitive advantage over its competitors and because 
of this continues to receive over a fourth of India's FDI. 
8.21.1 This competitiveness of the state is confirmed by the latest Business Today / 
Gallup (September 28, 2003) survey. Where in power availability/cost, state 
government's support, tax reliefs/ subsidies, flexibility of state govenmient on policies, 
policy implementation, availability of raw materials, labour availability, quality of local 
administration, quality of power, proximity to market (buyers) it has been consistently 
ranked either first or in the first three by Chief Executive Officers. In addition 
policymakers have ranked Maharashtra in connectivity to international cities, education 
facilities, in the banking sector- advanced banking facilities and telecom facilities either 
first or in the first three. 
8.21.2 As BT has stated Maharashtra has been consistently first in overall ranking from 
their 1997 survey and even now both in perceptual rank and factual rank it is number one. 
But it has questioned this continued supremacy of the state by saying that Mumbai is the 
lynchpin around which most of the state's- and indeed India's- business revolves, i.e. All 
roads literally lead to Mumbai and that explains why Maharashtra tops the charts on the 
infrastructure front. It also explains why raw materials are available in plenty in the state. 
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According to it since the opening up of the Indian economy in 1991', Maharashtra has 
attracted the highest FDI, generated almost a fifth of all jobs and many major projects in 
the IT/IT enabled services (ITES), Automobile, biotech and agro-products (such as wine) 
sector. This growth is not confined only to Mumbai but has gone to and around Pune 
which has developed into a big market in its own right. 
8.21.3 In addition to the heavy dependence on the Mumbai-Pune belt, security (the recent 
blasts in the city of Mumbai) and not doing enough for infrastructure, no agency other 
than the employment exchanges under the state's Department of Employment and self-
employment to focus on creating jobs for the large number of educated people being 
produced. 
8.21.4 Its western rivals such as Gujarat have been affected by the earthquake and riots 
there and there has been a significant drop in FDI in the last three years in that state. 
However, the states in the south are now catching up and Maharashtra will have to 
continuously strive to niaintain this advantage and not rest on its past laurels. 
8.22.0. In their presentation to the Government of Maharashtra on M/s McKinsey & 
Company (October 9, 2001) identified eleven important decisions to be taken to continue 
to maintain the competitive advantage the state enjoys. Out of these Computerisation of 
property records on a significant scale, increased user charges for municipal services, 
introduction of the new Maharashtra Rent Control Act, introducing usage based irrigation 
charges, and recommending reform of labour laws to the Government of India have 
already been done on a significant scale by the state Government. 
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8.23.0 In a recent report M/s Mckinsey & Company have identified that the city of 
Mumbai can reach the level of Shanghai in China provided the state' government 
improves the infrastructure significantly by increasing investment significantly and 
leveraging public private partnerships and improves transportation. The Government has 
set up a committee under the chairmanship of the Chief Secretary to determine the ways 
of achieving the objective. 
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Chapter-9 
Conclusions and recommendations 
9.0.0. The theory of competitive advantage w ^ discussed in Chapter 1 of this 
dissertation. Development of the theory of competitive advantage in relation to a firm 
was discussed in Chapter-1. It was also mentioned that for a firm/compaay the sources-af 
competitive advantage included government protection and support, industry 
characteristics and unique firm resources. Details of these were discussed earlier in 
Chapter 1. 
9.0.1. The types of resources giving competitive advantage to a firm were discussed 
earlier. These included tangible, intangible^capabjlities and sustainability. Details of 
these four types of resources were also discussed earlier in Chapter 1. 
9.0.2 What is competitive advantage in relation to a firm was discussed in paragraphs 
earlier in Chapter 1. Porter postulated a competitive forces model to illustrate how firms 
gain and keep competitive advantage in an Industry. This was discussed earlier in 
Chapter 1 also and the working of the model was explained. According to this model the 
competitive advantage of a firm in an industry depends on the number of competitors and 
the intensity of rivalry between the firm and these competitors; the threat of substitutes to 
the products/services manufactured/ produced/ sold by the firm; the threat from new 
firms entering the market with similar/ superior (and perhaps cheaper products; the 
bargaining power of suppliers of raw materials/ intermediate goods and services (which 
are used to produce the final products) to the firm; and the bargaining power of buyers of 
the goods and services produced/ marketed by the firm. 
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9.0.3. A detailed discussion of these forces leading to the competitive advantage of a firm 
were done earlier in Chapter 1. Additional forces leading to the competitive advantage of 
firms viz. Search related costs, unique product features, switching cnsts-aBd-Jfitemal 
* - — — • 
efficiency, etc. were discussed earlier in Chapter 1. Competitive strategies and the value 
chain and its applications were discussed in detail in paragraphs in Chapter 1 of this 
dissertation. 
9.0.4. The question of what is competitive advantage in relation to a nation/ state was 
also discussed in detail in Chapter 1 of this dissertation. 
9.0.5. hi chapter 1 while discussing in detail the reply to the above question and Porter's 
Diamond (1990) was also discussed and the role of two additional factors viz. Chance 
and Government was also discussed . 
9.0.6. The shortcomings of Porter's theory have been discussed in detail in Chapter 1 
also. To overcome some of these shortcomings the modifications suggested by 
Macmillan and Tampoe to take into account other factors enumerated by Grove in his 
bo^okJlJ3K^.M^e-_Efl£aHQi^_5mwe'' (Harper Collins, 1996). These are lobby groups, 
compIementorsand_fashion and fickleness (adapted from figure 9.3 of ''Strategic 
Management'" by the same authors (Oxford University Press, 2000) ha:ve been discussed 
in detail in Chapter 1. 
9.1.0. The application of this modified model/ theory to large federal countries like India 
and the need for modifications was mentioned in Chapter 1 also. 
9.1.1 The implications of the models for business have been discussed in detail in 
Chapter 1. 
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9.2.0. The role of governments in the diamond has been discussed in some detail in 
Chapter 1. That this can sometimes also be count- productive if not targeted has been 
mentioned in Chapter 1. 
9.2.1. Implications of Porter's diamond for government and policy implications have 
been discussed in detail in paragraphs in Chapter 1. His views on competitiveness of 
nations has been discussed in detail in Chapter 1. His views on the determinants of 
national competitive advantage have been discussed in detail in Chapter 1. His views on 
the recommended policy approach for obtaining national competitive advantage and the 
company competitive agenda have been discussed in detail in Chapter 1. 
9.3.0. Other research and some views of this researcher have been discussed in depth in 
Chapter 1. ,, , 
9.4.0 In Chapter 2 while discussing Economic developments in some Indian states some 
relevant features and criteria for making comparisons, competitiveness and the role of 
State Governments in large federal polities have been discussed in some detail in Chapter 
2. 
9.4.1. Why economic competitiveness for a state cannot be the same as for a firm has 
been and what is meant by the term that a state is extremely competitive is explained in 
Chapter 2. 
9.5.0. Why competitiveness matters has been examined in some detail in Chapter 2. The 
Role of State Government in Increasing economic competitiveness has been discussed in 
Chapter 2. 
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9.5.1. The criteria to determine competitiveness of states and how to compute the relative 
standing of each of the components of competitiveness have been discussed in Chapter 2. 
The 57 criteria which could be used for arriving at the competitiveness of Indian states 
have been enumerated in Chapter 2. 
9.6.0. The application of this theory to measure the competitiveness of the states of India 
has been discussed in some detail in paragraphs Chapter 7. As mentioned eai-lier in 
Chapter 7 in large countries like India macroeconomic policies and conditions are 
generally determined by the Central Government and most states have very little 
influence on the macroeconomic policies of the country. However, the local 
microeconomic policies to a large extent are determined by the states and these play an 
equally important role, need to be understood and addressed by both the private sector 
and government and explain much of the variation in state's NSDP per capita. 
9.6.1. Taking into consideration the above peculiar conditions Porter's diamond when 
applied to conditions in India, its states and local Governments will have to be modified 
considerably. In,addition to the three factors, viz. lobby groups, complementors and 
fashion and fickleness mentioned earlier there are other factors and many links which are 
unique. These are discussed in the subsequent paragraphs. 
9.7.0. In India in that in addition to transfer of resources to the state Governments, the 
Central Government and after the passing of the 73'"'^  and 74* amendments to the 
Constitution of India) the state Governments also transfer significant resources to the 
City/ Municipal and rural local bodies mainly for development works/ provision of 
infrastructure (either directly or through District Rural Development Authorities). 
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9.7.1. Lobby groups in India in the form of influential Non Government Organisations 
(NGOs) operate at all levels, viz. the Central Government, the State Government, City 
and local Governments (the Village Panchayats, the Panchayat Samitis and the Zilla 
Parishads). 
9.7.2 Infrastructure is affected by the Central Government (national highways, interstate 
waterways and electricity grid, railways, airlines, etc.), the State Government (state 
highways, local waterways, electricity boards). City (intra city roads, water supply, local 
electric supply, etc.) and rural local Governments (major district roads, link roads, village 
roads, regional water supply schemes, etc.) 
9.7.3. Fashion and fickleness are affected by chance and local conditions (such as the 
weather (the extreme cold and heat in North India, the all year around heat in South India 
and the all year round warm and sticky weather in coastal areas like the city of Mumbai), 
culture (the fashion conscious newly rich in Mumbai and Delhi, the need to cover 
themselves allover in rural areas) and other factors) and effect demand conditions. 
9.7.4. Complementors-affect demand conditions and local and supportin.g_industries and 
are extremely important in the location of a business, e.g. the excellent transport and 
infrastructure conditions in Mumbai together with the existence of an excellent deep 
water sheltered port all led to the establishment of a large number of manufacturing and 
service industries in the city. 
9.7.5. Chance affects demand conditions, factor conditions, structure of firms and 
rivalry, related and supporting industries and fashion and fickleness. 
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9.7.6. The Central/ federal Government affects not only demand conditions, factor 
conditions, structure of firms and rivalry, related and supporting Industries but also state 
governments, city and local governments and infrastructure. 
9.7.7. The acts of the state Governments affect not only demand conditions, factor 
conditions, structure of firms and rivalry, related and supporting Industries but also city 
and local governments and infrastructure. 
9.7.8. The city/ local Governments affect not only.demand conditions and infrastructure 
but also local conditions. 
9.7.9. Local conditions affect both demand conditions and the availability of local 
infrastructure. 
9.8.0. The final picture on the competitive advantage of states in India, which has to take 
into account various factors such as local (mainly rural) and city governments, 
infrastructure (which is provided by all the three levels of Government (federal, state and 
local/ city) and local conditions which are extremely specific to competitive advantage in 
parts of local/ city areas such as the sugar belt m western Maharashtra and western Uttar 
Pradesh, the concentration of financial institutions in south Mumbai, etc. is very complex 
and shows most of the links between the various factors, because of the number of links 
and factors involved would be as in Exhibit 9.0 (this is adapted from Macmillan and 
Tampoe (2000). The exhibit is a simplified picture of a very complex model of linkages 
which determme the competitive position of a state/ part of a state in India in increasing 
the welfare of its people. 
Exhibit 9.0 
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PORTER'S DIAMOND MODIRED TO TAKE INTO ACCOUNT A FEDERAL COUNTRY WHERE SOME 
RESOURCES ARE TRANSFERRED DIRECTLY BY THE FEDERAL GOVERNMENT TO CITY/LOCAL 
GOVERNMENTS 
9.9.0 Earlier based on his personal experience this researcher had postulated a north-east 
south-west divide within the country with the states in the south and west having a large 
competitive advantage over those in the north and east with the exception of Delhi and to 
some extent Punjab and Haryana. 
9.9.1. This hypothesis was examined in Chapter 7 of this dissertation with reference to 
the state wise figures available on various parameters and found to be substantially true. 
Applying the linkages shown in the model shown in Exhibit 9.0 to the position of the 
various states clearly shows that where infrastructure is excellent, where city/local and 
state Governments function reasonably efficiently and where the available resources are 
not squandered away in corruption (as in the states in the South and West of India) the 
competitive advantage is much more than in those states where such conditions are not 
prevalent. 
9.9.2 The mere possession or accumulation of natural resources is insufficient (witness 
the position of South Bihar (now Jharkhand) which is one of the most resource rich areas 
< ~~- — ~^  
and where the investment made by the Government of India is one of the highest (and 
which despite this has one with the lowest GDP per capita in India). Unless the available 
resources are deployed efficiently and this is accompanied by rising productivity, a state's 
standard of living cannot continue to improve at the pace it is improving in other states 
and therefore it will seem to comparatively regress. 
9.9.3. Even an advantageous location (such as that of Maharashtra with one of the largest 
concentration of industries and two of the busiest ports in the country (accounting^for 
almost 50 percent of India's foreign trade)) is no longer decisive and other states (such as 
Gujarat, Kamataka, Tamil Nadu and Andlira Pradesh) have to a significant extent 
overcome this overwhelming natural /early mover advantage. Instead, how a state or a 
local area and its residents choose to establish conditions to improve efficiency/ 
productivity is the most important factor giving competitive advantage over others in a 
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large and complex economy like India's with a large number of diverse states at various 
stages of development. 
9.10.0. The gut feeling of this researcher mentioned earlier in Chapter 7 is that it is cities/ 
local areas and states which are highly developed in the areas of the knowledge 
economy, have developed their human resources and have a reasonably effective/ good 
administration is supported by the available data. 
9.10.1 As discussed in detail in chapter 7 of this dissertation the states in the south and 
west of India are the ones which lead the country in GDP growth, productivity, exports, 
HDI, etc. all of which enhances their competitiveness and the competitive advantage they 
enjoy vis-a-vis competing states in the North and East. As discussed in detail earlier in 
Chapters 4 and Chapter 7 it is these states which have been able to attract a 
disproportionate proportion of the FDI into India since the start of the opening up of the 
economy in 1991. As mentioned in chapter 7 the state of Maharashtra led all the other 
states of India with almost 18.5 percent of the number of approvals in this three year 
period. Tamil Nadu followed with approximately 10.9 percent, Karnataka was third with 
approximately 9 percent with Gujarat being next with almost 5 percent. Andlira Pradesh 
followed with 4.3 percent. In terms of the amounts approved it was Maharashtra (14.6 
percent) followed by Delhi (11.96 percent perhaps because it has a very strong 
competitive advantage in that it is a city state) which led the pack followed by Karnataka 
(9.55 percent), Tamil Nadu (7.94 percent), Gujarat(6.77 percent) and Andhra Pradesh 
(5.71 percent). The figures given by Majumdar (2000) discussed in detail in Chapter 4 
and again in Chapter 7 show that it is the western region (which even though during the 
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period February 1997 to December 1999 had a slightly lower figure than the southern 
region has in the period January to May 2000 once again regained its premier position 
with a very large margin of almost one and a half times) and the southern region of the 
country which has continued to attract a disproportionate share of the FDI made into 
India. 
9.10.2 The south-west north-east divide in terms of competitiveness/ competitive 
advantage within the country is clearly shown in chapter 7. The pre eminent position of 
Maharashtra in this respect has been shown in the SWOT analysis of the areas of 
competitiveness/ competitive advantage of the state in chapter 8 and analysis of the 
opportunities and threats to this position have also been discussed. In fact the state will 
have to continue to be on its toes if it wants to maintain this position in the future. 
9.10.3. This researcher is also of the view that even in the so called advanced states (like 
Maharastra, Gujarat, Andhra Pradesh, Tamil Nadu and Kamataka) not all areas are 
equally developed and equally competitive with the other parts, e.g. in Maharashtra the 
advanced Mumbai-Pune-Thane- Nasik belt in western Maharashtra close to the city of 
Mumbai is more developed than backward areas such as the districts of Nandurbar and 
Gadchiroli or the Melghat area in Amravati district which are as uncompetitive/ 
competitively disadvantaged as the BOMARU states. In Andhra Pradesh the area around 
the twin cities of Hyderabad and Secunderabad is more developed than the Telangana 
part of the state. 'Jlie available evidence supports the conclusion that even within these 
states it is the cities like Mumbai, Pune, Bangalore and__iiydgrahad--and_ajdvanced rural 
areas like Anand (in Gujarat), Wama and Baramati (in Maharashtra) which lead all other 
285 
parts of their respective states in the their ability to attract FDI and in the competitive 
advantage they enjoy over the other parts of the state. 
9.10.3. Furthermore even in comparatively backward states like Uttar Pradesh there are 
areas like the New Okhla Industrial Development Authority (NOIDA) (close to Delhi), 
Pitampur (near Indore) in Madhya Pradesh which are more developed/ competitive/ 
having greater competitive advantage than the backward areas of advanced states and are 
comparable in competitiveness/ competitive advantage to the developed areas of the 
advanced states. 
9.10.4 Competitiveness/ competitive advantage is to a significant level affected by the 
acts of the state and local governments in the complex milieu prevailing in India in 
377 providing the requisite infrastructufepatmuspliere fur busmessto develop and in 
improving its HDI parameters. 
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Chapter-
Implications of the research study and directions for future research 
work 
10.0.0. The research study has clearly shown that the theory postulated by Porter (1990), 
that each country/nation has competitive advantage/ competitiveness in certain areas can 
be applied to states /provinces within large countries such as India. As explained in detail 
in chapter 2 of this dissertation competitiveness of countries is assessed each year by the 
WEF using 67 criteria focusing on growth competitiveness, current competitiveness and 
economic creativity among other things. 
10.0.1. Growth competitiveness in the context of Indian states measures' factors that 
contribute to the future growth of the economy of a state and why one state is growing 
faster than the others. It has also been shown that in India economic growth of each state 
and the factors which contribute to economic growth in each state are distributed 
extremely unevenly. 
10.0.2. On this basis as explained in detail in Chapter 2 Indian states have been divided 
into three categories. 
(i) States which are at a lower levels of development, where the rate of economic 
growth/ competitiveness is determined primarily by the mobilisation of primary factors of 
production : land, primary commodities and unskilled labour and where there is little 
FDI. These are the BOMARU states (as defined by Brahmananda (2000) explained 
earlier in chapter 5 of this dissertation) in the north and states in the north east. 
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(ii)States which are at a middle level of development, where the rate of economic 
growth/ competitiveness is income driven and where there is greater FDI. Examples are 
' • • • - . 
the states of Haryana and Punjab, 
(iii) States which are at a comparatively high levels of development, where the rate of 
economic growth/ competitiveness is determined by the improved manufacturing 
technologies and the inflows of foreign capital and technology that support high 
competitiveness and economic growth. Examples are the states in the south and west of 
the country close to the coast of India. 
10.1.0. As explained in Chapter 2 the current competitiveness index identifies factors that 
undeipin high current productivity (and hence current economic performance) and in the 
context of the Indian States is measured by the NSDP per person/ growth in NSDP per 
capita and may be measured as a percentage of the all India average. . , 
10.1.1. Here once again (this is explained in detail in Chapter 7) the growth figures of the 
RGICS study (September 2000) show that the states can be divided into three categories. 
viz. 
(i) the laggard states with rates of growth below 4 percent, e.g. the states of Bihar, 
Assam, Uttar Pradesh, Orissa and Meghalaya; 
(ii) the middle level states with annual SGDP rates of growth between 4 and 6 percent, 
e.g. the states of Haryana, Punjab, Manipur and Kamataka; and 
(iii) and the high grovrth rate states with annual SGDP rates of growth above 6 percent, 
e.g. the states of Kerala, Madhya Pradesh, Tamil Nadu, Arunachal Pradesh, Goa, 
Rajasthan, West Bengal, Andhra Pradesh, Tripura, Maharashtra, Gujarat and Mizoram. 
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10.1.2. It was also shown in Chapter 7 that it is the states of Maharashtra and Gujarat 
with the maximum number of areas of competitive advantage which have the highest 
growth rates in the SGDP and the highest increase in the NSDP growth rate. 
10.2.0. As mentioned earlier in Chapter 2 the third index for measuring the 
competitiveness of an economy viz. economic creativity - where an important factor is 
openness of the economy is controlled by the Government of India not being within the 
control of the states, other criteria will have to be applied to measure the competitiveness 
of Indian states. 
10.3.0. Thus even though it is possible to judge the competitive advantage of Indian 
states using similar parameters/ criteria to those used by the WEF and the IMD still some 
of the criteria used for judging this competitive advantage /competitiveness will have to 
be different. The study has also shown that this competitive advantage/ competitiveness 
can vary significantly by region, by city/ area within the same state (and that this need not 
be confined to a cluster of similar industries within a limited area but can be in a number 
of industries/ services within the same geographical area) and by state within the same 
country. 
10.3.1. As explained in detail in Chapter 2 the World Economic Forum (2000-01) has 
emphasized an important theme confronting many nations. According to this report as 
countries move from resource based to knowledge based economies so do its structural 
bases of global competitiveness. At low levels of development, economic growth is deter-
mined primarily by the mobilization of primary factors of production. As economies 
move from low to middle income status global competitiveness becomes income driven. 
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Further this integration of the national economy into international production systems 
supports economic growth. This is also applicable to the position of India which has 
states at all the three levels of development. 
10.3.2. As explained in detail in Chapter 2 confirmed by the figures and the discussion in 
Chapter 7 of this dissertation states in India can be divided into three categories viz. those 
that are at a lower levels of development, where the rate of economic growth/ 
competitiveness is determined primarily by the mobilization of primary factors of 
production and where the FDI is not significant (examples are the BOMARU states of 
Brahmananda (2000) and states in the North East); those that are at a middle level of 
development, where the rate of economic growth/ competitiveness is income driven and 
where there is greater FDI (examples are the states of Haryana and Punjab) and the third 
group of states is that which are at a comparatively high levels of development, where the 
rate of economic growth/ competitiveness is determined by the improved manufacturing 
technologies and the inflows of foreign capital and technology that support high 
competitiveness and economic growth, (these are the states in the South and West of 
India). 
10.4.1. This research study has also shown that the model of Porter as modified by 
Macmillan and Tampoe(2000) when applied (as explained in detail earlier and as 
summarised in exhibit 9.0) to the position of the states in India requires considerable 
modifications . As explained in detail in earlier, in order to take into account the peculiar 
conditions prevailing in India where we have a particularly strong central/federal 
government which not only gives funds to states but also directly (i.e. not through the 
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states) to Municipal Corporations/ councils/ rural local bodies, etc. Further unlike many 
federal polities like the United States of America (where the residuary powers are with 
the states) in India all the residual powers are vested in the central/federal government 
and this position requires to be put as a variable in the model. As mentioned in paragraph 
9.6.1 In addition to the three factors, viz. lobby groups, complementors and fashion and 
fickleness there are other factors and many links which are unique. 
10.4.2. As explained earlier lobby groups in India in the form of influential Non 
Government Organisations (NGOs) operate at the Central/ federal Government, the State 
Government, City and rural local Governments (the Village Panchayats, the Panchayat 
Samitis and the Zilla Parishads). 
10.5.1. As explained earlier in one of the new factors to be added is infrastructure. This 
factor is taken up at the overall country level viz. national highways, interstate waterways 
and electricity grid, railways, airlines, etc.; at the level of the states viz. state highways, 
local waterways, electricity boards; at the city level intra city roads, water supply, local 
electric supply, etc. and the rural/ local level viz. major district roads, link roads, village 
roads, regional water supply schemes, etc. 
10.5.2 As mentioned earlier in the case of India and Indian states fashion and fickleness 
ai-e affected by chance and local conditions and this group of factors effects demand 
conditions at a local level significantly. 
10.5.3. As mentioned earlier in the case of India and Indian states complementors affect 
demand conditions and local and supporting industries and are extremely important in the 
location of a business. 
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10.5.4. As mentioned earlier in the case of India and Indian states the Chance factor 
affects demand conditions, factor conditions, structure of firms and rivalry, related and 
supporting industries and fashion and fickleness. 
10.6.1. The research study has also shown that it is possible to draw reasonably correct 
conclusions with regard to the competitive advantage/ competitiveness of states despite 
non availability of totally accurate/ complete data as in the case of many' state wise data 
for Indian states. However, unlike the WEF or IMD studies this researcher has not tried 
to give quantitative numbers to the various indices or calculate weighted averages on the 
lines of Jenster because the extremely diverse sources fi:om which the data was drawn 
would only permit general conclusions of competitive advantage and any detailed 
quantitative calculations would not change the conclusions and would require much more 
time than was available to the researcher for completing the thesis. 
10.6.2. The research study has tried to find answers to some questions such as the model 
to be used for ascertaining the competitive advantage/ competitiveness of states in large 
countries like India. It has also tried to answer the question as to which areas in India are 
more competitive have competitive advantage and that there exists a North^East South-
West divide with regard to competitiveness/ competitive advantage within the country. 
10.7.1. The study has also highUghted the fact that competitive advantage is a relative 
phenomenon and a state which does not continuously strive and is able to improve faces 
the risk of sliding back comparatively even though it may have improved (witness the 
position of Kerala vis-a-vis Maharashtra in the development of HDI). 
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10.7.2. The study has tried to throw some light on the reasons for this uneven 
development in competitive advantage but has raised more questions than it has 
answered. Why has the north-east south-west divide occurred? Is it because the states to 
the south and west are closer to the sea and have therefore been able to develop exports to 
a greater extent because of better communications with the importing coimtries; or is it 
because of the perception of lesser corruption i.e. things get done even though there are 
areas of corruption in these states, whilst in others things do not get done despite pay offs 
as felt by this researcher, or is it because of the development of better infrastructure as 
felt by Dr. Mark Robinson, former Programme Officer of the Ford Foundation in New 
Delhi (he mentioned this on 16* October 2001 while asking a question to this researcher 
during his presentation on some aspects of Good Governance in Maharashtra for the 
International Workshop on contemporary issues in Public Policy and Governance 
organized by the Centre for Public Policy and Govemance of the Institute of Applied 
Manpower Research, New Delhi on the reasons for the North-East South-West divide) or 
is it because of the action taken in the British colonial times to develop the infrastructure 
in Mumbai Port, etc has not finally been answered. It needs more detailed probing and 
gathering of data which was not available to this researcher despite his best efforts. 
10.8.1. Due to the difficulty of obtaining data and the need for constant updating due to 
the intervening census there may be some contradictions in the conclusions arrived at by 
this researcher. 
10.8.2. The broad conclusions can be used to determine the direction in which efforts 
have to be made to improve the competitive advantage/ competitive position of states. 
^^^ t^iSl^ " 
294 
Whether the state should concentrate to improve the aheady developed areas and thus 
increase the already existing disparities within it or whether it should strive to improve 
the backward areas in the process neglecting the developed areas and losing any 
competitive advantage it may have over its competitors as has been tiled ih the case of 
Maharashtra where the state tried to force/ persuade industries to leave the developed 
Mumbai-Pune-Thane-Nasik belt and shift to lesser developed areas. In the process the 
state did lose quite a bit of the competitive advantage/ competitiveness to other states but 
is now regaining it with the reversal of the policy and allowing development in the city of 
Mumbai (at least for non polluting and service industries). 
10.8.3. The modifications suggested in the model of Porter by Macmillan and Tampoe to 
take into account other factors enumerated by Grove (1996) (paragraph 9.0.6) and by this 
researcher (Exhibit 9.0) will help to a greater extent explain the competitive advantage/ 
competitivenbss of states / cities/ rural local areas but a lot of work still remains to be 
done to identify all the factors which lead to the competitive advantage/ competitiveness 
of a state/ city/ local area. This will require more data than is currently available to this 
researcher despite his best efforts. 
10.9.1. With the availability of additional data/inputs determination of additional 
variables and their quantification may be possible whereby a quantitative cybernetic 
(possibly a black box type where with specific inputs the exact amount of competitive 
advantage/ competitiveness can be determined with some specificity) model for 
determining the competitive advantage/ competitiveness of specific areas/ states within a 
country can be developed. 
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10.9.2. One of the areas for future research could be finding out the reasons for the north-
east south-west divide in competitive advantage/ competitiveness w i^thin the country. 
Unless this is done v^ e could have a situation like in China (where the coastal areas are 
highly advanced with a fairly high standard of living and a large competitive advantage 
and the interior areas like in parts of Xinjiang Province are extremely backward with very 
little competitive advantage) with the southern and western parts having a high growth 
rate, high standard of living, high per capita income and competitive advantage whilst the 
northern and eastern parts (with the exception of areas around Delhi and Punjab and 
Haryana) having a much lower growth rate, much lower standard of living, low per capita 
income and virtually no competitive advantage. 
10.9.3. Another area for future research could be finding out how this divide within a 
country could be bridged. Unless there is improvement in the rate of productivity/ 
utilization of the money being put into specific backward areas and substantial reduction 
in the perception of corruption with respect to these areas, it will be like putting good 
money after bad and without much of a rate of return for the amounts put in. 
10.9.4. In addition to the reasons of better existing infrastructure the percept- ion of 
greater corruption in these areas i.e. greater opacity (this is an index compiled by M/s 
Price Waterhouse Coopers which weighs the effects of unclear legal Systems and 
regulations, macroeconomic and tax policies, accounting standards and corruption on the 
capital markets of a country on a scale of 150 (India in 2001 had a overall score of 65 
whilst China had 90 and Singapore had 30 and the USA 37)) could be one of the reasons 
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for the existence of the north-east south-west divide in the competitive advantage/ 
competitiveness within the country. 
10.9.5. No such index on a state wise basis has been compiled for the states within India. 
Even though many of the laws are all India laws, there are a considerable number of 
state/ local laws which effect business. Furthermore even though Corporation tax (i.e. tax 
on companies) is a central tax still the sales tax (now value added tax) and octroi, etc are 
local levies which have a significant effect on the profitability of businesses. Also 
accounting standards may be all India standards still the perception of corruption varies 
from state to state. So another area of future research would be compilation of such an 
index on a state wise basis and finding out the effects/ linkages of this v/ith the 
competitive advantage/ competitiveness between states and within the states in the 
country. ,. , 
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1. The details of calculations as to how the final figures in exhibit, 7.9 have been 
arrived at from the comparative figures given in exhibit 7.8 (a) to (i) are given below. 
Using the methodology of the NPC study and that adopted by Nair, Anil Kumar and 
Sunny (1994 and earlier issues) of the research Division of the National Productivity 
Council (NPC) and later Jenster and Rubin(1999) mentioned earlier in chapter 3 viz. 
before the relative competitiveness/ competitive advantage of a state can be calculated, an 
index needs to be created specifying the minimum and maximum values (these will be 
the figures for the two states having the parameter at the extremes) for each of these 
criteria/ indicators. The performance of each state in each indicator will be expressed as a 
value between 0 and 1 by applying the following general formula : 
actual value - minimum value '. , 
Criterion index= 
maximum value - minimum value 
2. The relative competitiveness/ competitive advantage of a state is then calculated as a 
simple average of the criterion indices. 
3. Using the above formula on the data in each of the columns of the exhibits 7.8 (a) to 
(i) the index factors for competitiveness for each of the states for each data are placed in 
exhibits A-1 to A-9 respectively. The relative competitiveness/ competitive advantage of 
a state has then been calculated as a simple average of the index factors of 
competitiveness and put in exhibit 7.12. 
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S.No. Name of the state 
Exhibit A-1 
Index factors for calculation of competitiveness 
Economic Efficiency factors 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Andhra Pradesh 
Assam 
Bihar* ' 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and Ngr 
Havl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
per Capita state 
SGDP in 1998; 
Current Prices, 
Rs. '000 per 
capita'^  
0.258 
0.101 
0.000 
— 
0.581 
0.960 
0.551 
0.273 
— 
— 
0.313 
0.263 
0.167 
0.727 
0.162 
0.136 
0.480 
— 
0.106 
0.667 
0.217 
— 
0.374 
0.167 
0.111 
— 
0.348 
— 
0.258 
. . . 
— 
— 
1.000 
. . . 
. . . 
Annual average 
growth of SGDP 
(%) in the 
1990s(91-92to 
97-98),'^ 
0.469 
0.102 
0.000 
. . . 
0.826 
0.429 
0.214 
— 
— 
— 
0.296 
0.378 
0.388 
0.571 
0.286 
0.153 
1.000 
.., 
0.143 
0.235 
0.439 
— 
0.388 
0.551 
0.112 
— 
0.439 
— 
0,408 
— 
— 
— 
0.347 
. . . 
0.214 
Variation of the 
per capita depo-
sitory accounts 
from what should 
be there as per In 
dia's average./ 
-.4183 
-.4323 
-..5938 
-.4013 
.8214 
..3629 
-..3869 
-..3727 
-..3852 
-.4307 
..3923 
-..3835 
-.4833 
1.0000 
** 
** 
** 
** 
-.4571 
-..3944 
-.4595 
** 
.3718 
** 
-.7133 
-..3730 
-.3972 
^^ 
** 
^^ 
=i-* 
^^ 
.6037 
** 
^^ 
Credit Deposit 
ratio of all 
scheduled com 
mercial banks 
in September 
2001 • • 
0.533 
0.227 
0.118 
0.269 
0!358 ' 
0.149 
0.294 
0.131 
0.294 
0.169 
0.503 
0.357 
0.367 
0.733 
0.255 
0.079 
0.212 
0.064 
0.317 
0.312 
0.372 
0.067 
0.744 
0.148 
0.192 
0.111 
0.337 
0.110 
0.105 
1.000 
0.121 • 
0.030 
0.721 
0.000 
0.236 
'^  RGICS (2000)figures) 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state lindicate either that data was not available or that the state did not exist. 
$ Source: Lok Sabha unstarred question # 7770 (Hindu Business Line May 24, 2002 and calculated using % of rural 
population as per 2001 census. 
/Source: The Economic Times on 16 November 2001(Mumbai bureau). ** The figures for these states/UTs have been 
put in others and their average index is -..3924. 
/ / S o u r c e : Lok Sabha unstarred question No. 321 (Ministry of Finance) (reported in the Hindu Business Line of 
March 9,2002 (page 9)). 
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S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
n. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam # 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
# 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh''* 
Maharashtra 
Manipur # 
Meghalaya # 
Mizoram 
Nagaland # 
Orissa 
Punjab 
Raj as than 
Sikkim 
Tamil Nadu 
Tripura # 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Exhibit A-2 
Index factors for calculation of competitiveness 
Percentage of 
the services 
sector in the 
State's 
economy (1994-
95) 
0.882 
0.412 
0.000 
— 
0.530 
— 
0.235 
0.823 
0.529 
0.647 
0.823 
0.000 
0.941 
— 
— 
— 
— 
0.059 
0.294 
0.235 
— 
1.000 
— 
0.529 
— 
0.529 
— 
.. . 
. . . 
. . . 
. . . 
— 
.. . 
. . . 
Statewise foreign direct investment 
(FDI) and foreign technical 
collaborations approved during the 
post liberalization period firom 
August 1991 to October 2001 
Amount Number 
in Rs. of 
Million Approvals 
0.271 0.252 
0.000 0.004 
0.016 0.013 
0.014 0.012 
0.374 0.283 
0.019 0.045 
0.069 0.207 
0.008 0.026 
0.000 0.001 
-— -— 
0.454 0.489 
0.032 0.066 
0.197 0.061 
1.000 1.000 
0.000 0.000 
0.001 0.000 
— 
0.000 0.000 
0.177 0.038 
0.042 0.048 
0.057 0.087 
— 
0.486 0.549 
0.000 0.000 
0.092 0.199 
— 
0.182 0.157 
— 
— 
.. . 
. . . 
— 
0.713 0.525 
. . . 
0.027 0.029 
% Of total 
FDI 
approved 
0.271 
0.000 
0.016 
0.013 
0.374 
0.019 
0.069 
0.008 
0.000 
0.454 
0.031 
0.197 
1.000 
0.000 
0.002 
— 
0.000 
0.177 
0.042 
0.057 
— 
0.486 
0.000 
0.092 
— 
0.183 
— 
— 
.. . 
. . . 
— 
0.714 
. . . 
0.027 
State 
Government 
debt as a 
percentage of 
total receipts (in 
2000-2001). @ 
0.479 
0.947 
0.618 
— 
0.721 
0.866 
0.794 
0.649 
0.91,1 
0.761 
0.820 
0.844 
0.845 
0.912 
0.889 
— 
0.946 
0.443 
0.590 
0.569 
1.000 
0.822 
0.761 
0.587 
— 
0.000 
— 
. . . 
— 
— 
, 
— 
— 
includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. # These figures are upto December 
1999. Source Personal Communication dated 19"" March 2001 from Shri S.K. Mitra, Senior Adviser, India Investment 
Centre. Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
For other figures source Hindu Business Line March 22, 2002 (page 2) and SIA Newsletter and do not include figures 
for others (0.26%) and states not indicated (27.03%). 
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@ Source: "Rising Pension payments pusli States deeper into the Red", Economic Times 26/2/2001 page 12). Since tlie 
lower the figure the more investible fiinds are available with the state and therefore the more competitive the state. The 
figures used for the index are 1-the figure calculated. 
Exhibit A-3 ;, 
Index factors for calculation of competitiveness S. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
9. 
10. 
II. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the 
state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal 
Pradesh 
Jammfe Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya 
Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is 
Arunachal 
Pradesh 
Chandigarh 
Dra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Per capita 
deposits wi 
th schedule 
d commerci 
al banks (Rs 
.) (31-3-01) 
0.073 
0.026 
0.019 
0.024 
0.121 
0.627 
0.102 
0.138 
0.111 
0.053 
0.185 
0.167 
0.041 
0.217 
0.000 
0.072 
0.035 
0.036 
0.031 
0.219 
0.041 
0.129 
0.113 
0.041 
0.045 
0.124 
0.090 
0.051 
1.000 
Index of infrastructure 
Motor vehicle Road length 
(Nos.) per 
lakh of 
populaation 
(31-3-98) 
0.123 
0.010 
0.025 
0.327 
0.750 
0.212 
0.055 
0.183 
0.152 
0.157 
0.180 
0.042 
0.233 
0.041 
0.376 
0.124 
0.030 
0.202 
0.000 
0.046 
0.024 
.000 
(kms) per hun 
dred sq. kms. 
of area. 
(31-3-97) 
0.031 
0.043 
0.023 
0.020 
0.121 
0.030 
0.025 
0.000 
0.036 
0.205 
0.020 
0.035 
0.022 
0.016 
0.007 
0.057 
0.089 
0.066 
0.016 
0.009 
0.084 
0.073 
0.043 
0.042 
0.004 
1.000 
Domestic co 
nsumption 
of electricity 
per capita 
(kwh) 
0.241 
0.057 
0.000 
0.266 
0.625 
0.347 
0.287 
Industrial co 
nsumption 
of electricity 
per capita 
(kwh) 
0.200 
0.057 
0.188 
0.625 
1.000 
0.247 
0.508 
0.416 
0.224 
0.486 
0.133 
0.373 
0.110 
0.231 
0.268 
0.136 
0.163 
0.548 
0.157 
0.309 
0.314 
0.090 
0.137 
0.170 
0.135 
1.000 
0.097 
0.244 
0.285 
0.210 
0.539 
0.007 
0.080 
0.000 
0.029 
0.257 
0.844 
0.225 
0.084 
0.496 
0.029 
0.087 
0.195 
0.006 
0.433 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not ayailable or that the state did not exist. 
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S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
n. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat'' 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizorara 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu## 
Tripura## 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi ## 
Lakshadweep 
Pondicherry 
Exhibit A-4 
Index factors for calculation of competitiveness 
Urbanization po 
pulation( in %) 
as per 2001 
census 
0.208 
0.035 
0.008 
0.124 
0.331 
0.480 
0.231 
0.000 
0.181 
0.150 
0.291 
0.194 
0.203 
0.392 
0.169 
0.118 
0.477 
0.096 
0.062 
0.290 
0.163 
0.015 
0.409 
0.087 
0.132 
0.190 
0.219 
. . . 
0.128 
. . . 
— 
— 
1.000 
— 
— 
Cellular mobile 
telephone subsc 
ribers - (% of 
all India) (excl 
uding metro 
areas) (30-9-01) 
0.992 
0.011 
0.199 
. . . 
0.974 
— 
0.155 
0.000 
. . . 
. . . 
0.784 
0.856 
0.399 
1.000 
# 
# 
# 
# 
0.053 
— 
0.191 
. . . 
0.700 
. . . 
0.652 
— 
0.031 
— 
— 
— 
— 
.. . 
@ 
— 
— 
Average daily 
factory employ-
ment per lakh of 
population (No.) 
1999 
0.380 
0.000 
— 
.. . 
0.709 
1.000 
— 
0.557 
— 
.. . 
0.771 
— 
0.339 
0.503 
. . . 
. . . 
— 
. . . 
0.011 
0.777 
0.144 
— 
0.771 
0.294 
— 
— 
— 
— 
.._ 
— 
— 
— 
0.953 
— 
— 
Life expectancy 
at birth (2001-
06) 
Male 
0.312 
0.000 
0.534 
— 
0.338 
0.455 
— 
— 
0.534 
0.284 
1.000 
0.033 
0.619 
— 
— 
— 
— 
0.010 
0.854 
0.264 
— 
0.638 
— 
0.370 
0.370 
0.567 
— 
/, 
— 
— 
Female 
0.411 
0.168 
0.399 
— 
0.358 
-~ 
6.665 
— 
— 
0.399 
0.496 
1.000 
0.000 
0.692 
— 
— 
— 
— 
0.100 
0.823 
0.282 
— 
0.691 
— 
0.358 
0.358 
0.667 
— 
+ — 
— 
— 
. . . 
# As a common figure has been given for the North East states the inter-se competitivity cannot be 
calculated. 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
@ The figures for the non metro areas of Delhi are not available. The competitivity cannot therefore, be 
calculated. 
## These figures are for 1997 and the figure for Tamil Nadu seems to be erroneous. 
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Exhibit A-4 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu## 
Tripura## 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi ## 
Lakshadweep 
Pondicherry 
Index factors for 
Urbanization po 
pulation( in %) 
as per 2001 
census 
.! 
0.208 
0.035 
0.008 
0.124 
0.331 
0.480 
0.231 
0.000 
0.181 
0.150 
0.291 
0.194 
0.203 
0.392 
0.169 
0.118 
0.477 
0.096 
0.062 
0.290 
0.163 
0.015 
0.409 
0.087 
0.132 
0.190 
0.219 
— 
0.128 
... 
... 
... 
1.000 
— 
— 
calculatioi 
Cellular 
a of comp 
mobile 
telephone subsc 
ribers - (% of 
all India) (excl 
uding metro 
areas) (30-9-01) 
0.992 
0.011 
0.199 
... 
0.974 
— 
0.155 
0.000 
... 
... 
0.784 
0.856 
0.399 
1.000 
# 
# 
# 
# 
0.053 
— 
0.191 
... 
0.700 
... 
0.652 
— 
0.031 
— 
— 
— 
... 
— 
@ 
— 
— 
etitiveness 
Average daily 
factory employ-
ment per • lakh of 
population (No.) 
1999 
0.380 
0.000 
— 
... 
0.709 
1.000 
— 
0.557 
... 
... 
0.771 
— 
0.339 
0.503 
... 
... 
... 
... 
0.011 
0.777 
0.144 
— 
0.771 
0.294 
— 
— 
— 
— 
— 
— 
... 
— 
0.953 
— 
— 
Life expectancy 
at birth (2001-
06) 
Male 
0.312 
0.000 
0.534 
— 
0.338 
— 
0.455 
— 
— 
0.534 
0,284 
1.000 
0.033 
0.619 
— 
— 
— 
0.010 
0.854 
0.264 
— 
0.638 
— 
0.370 
0.370 
0.567 
— 
— 
— 
.. . 
— 
Female 
0.411 
0.168 
0.399 
— 
0.358 
— 
0.665 
— 
— 
0.399 
0.496 
1.000 
0.000 
0.692 
— 
— 
— 
— 
0.100 
0.823 
0.282 
— 
0.691 
— 
0.358 
0.358 
0.667 
.._ 
.__ 
— 
— 
— 
# As a common figure has been given for the North East states the inter-se competitivity cannot be 
calculated. 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist 
@ The figures for the non metro areas of Delhi are not available. The competitivity cannot therefore, be 
calculated. 
## These figures are for 1997 and the figure for Tamil Nadu seems to be erroneous. 
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S.No. Name of the state 
Exhibit A-5 
Index factors for calculation of competitiveness 
1. Andhra Pradesh 
2. Assam 
3. Bihar* 
4. Chhatisgarh 
5. Gujarat 
6. Goa 
7. Haryana 
8. Himachal Pradesh 
9. Jammu & Kashmir 
10. Jharkhand 
11. Kamataka 
12. Kerala 
13. Madhya Pradesh** 
14. Maharashtra 
15. Manipur 
16. Meghalaya 
17. Mizoram 
18. Nagaland 
19. Orissa 
20. Punjab 
21. Rajasthan 
22. Sikkim 
23. Tamil Nadu 
24. Tripura 
25. Uttar Pradesh*** 
26. Uttaranchal 
27. West Bengal 
28. Andaman & N. Is. 
29. Arunachal Pradesh 
30. Chandigarh 
31. Dadra and NgHavl 
32. Daman & Diu 
33. Delhi 
34. Lakshadweep 
35. Pondicherry 
Active popu 
lation ratio-
Active popul 
ation(15 to 
59 years), di 
vided by tot 
al populatio 
n (in%terms 
0.537 
0.232 
0.000 
0.589 
0.116 
0.421 
0.474 
0.979 
0.168 
0.537 
0.495 
0.537 
0.074 
1.000 
0.021 
0.516 
0.863 
Percentage 
of literates 
to total 
popula tion 
as per 2001 
census. 
0.313 
0.386 
0.000 
0.407 
0.436 
0.645 
0.485 
0.474 
0.160 
0.152 
0.450 
1.000 
0.382 
0.685 
0.492 
0.364 
0.944 
0.451 
0.371 
0.517 
0.311 
0.510 
0.598 
0.602 
0.227 
0.570 
0.500 
0.776 
0.166 
0.789 
0.288 
0.773 
0.790 
0.922 
0.783 
Changes in % of pop below poverty line 
In 1983# In 1993-94 In 1999-
# 2000 # 
0.733 
0.500 
0.062 
0.655 
0.935 
0.885 
0.985 
0.827 
0.545 
0.501 
0.313 
0.440 
0.570 
0.534 
0.590 
0.525 
0.000 
0.990 
0.621 
0.516 
0.275 
0.509 
0.367 
0.210 
0.265 
0.492 
0.836 
1.000 
0.787 
0.462 
0.307 
0.751 
0.323 
0.000 
0.705 
0.918 
0.686 
0.608 
0.683 
0.500 
0.677 
0.285 
0.415 
0.486 
0.391 
0.672 
0.391 
0.147 
0.990 
0.632 
0.310 
0.457 
0.366 
0.324 
0.443 
0.470 
0.358 
1.000 
0.094 
0.898 
0.923 
0.686 
0.403 
0.719 
0.253 
0.104 
0.758 
0.979 
0.880 
0.905 
0.000 
0.621 
0.788 
0.223 
0.507 
0.426 
0.304 
0.634 
0.304 
0.000 
.0.939 
0.730 
0.243 
0.596 
0.291 
0.366 
0.461 
0.599 
0.313 
0.948 
0.687 
0.978 
0.891 
0.722 
0.583 
# Tables 2.19,2.20 and 2.21 National Human Development Report, Planning Commission, Government of 
India. 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
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Villages with different facilities 
Exhibit A-6 
S.No. 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
U. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the state 
Andhra Pradesh 
Assam# 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur # 
Meghalaya# 
Mizoram# 
Nagaland# 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura# 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is. 
Arunachal Pradesh 
Chandigarh 
Dadra and NgHavl 
Daman & Diu 
Delhi -
Lakshadweep 
Pondicherry 
Availability of transportation 
Connected 
with pucca 
(black top ) 
road 
0.424 
— 
0.069 
— 
0.569 
— 
0.660 
0.136 
— 
— 
0.166 
1.000 • 
0.100 
0.434 
— 
— 
— 
— 
0.022 
0.945 
0.372 
— 
0.375 
— 
0.284 
— 
0.000 
— 
— 
— 
— 
— 
— 
— • 
— 
Bus stop 
within 2 
kms. 
0.951 
— 
0.038 
— 
0.826 
— 
0.670 
0.399 
— 
— 
0.839 
1.000 
0.000 
0.758 
— 
— 
— 
— 
0.073 
0.522 
0.251 
— 
0.976 
— 
0.079 
— 
0.299 
— 
— 
— 
— 
— 
— 
— 
— 
Water supply 
Piped water 
.2423 
~ 
0.0000 
— 
0.7706 
— 
0.5202 
1.0000 
— 
— 
0.3586 
0.1728 
0.0452 
0.3958 
— 
— 
— 
— 
0.0000 
0.5541 
0.1518 
— 
0.8498 
— 
0.0969 
— 
0.0420 
— 
— 
— • 
— 
— 
— 
— 
— 
Telephone 
within 2 
kms. 
0.461 
— 
0.054 
— 
0.656 
— 
0.406 
0.374 
— 
— 
0.537 -
0.891 
0.052 
0.511 -
— 
— 
— 
0.022 
0.606 
0.145 
— 
1.000 
— 
0.000 
— 
0.243 
—^ 
— 
— 
.^. 
— 
— 
Anganwadi 
centre 
0.673 
— 
0.000 
— 
0.936 
— 
0.977 
0.410 
— 
— 
1.000 
0.080 
0.210 
0.933 
— 
— 
— 
— 
0.396 
0.249 
0.383 
— 
0.864 
— 
0.161 
— 
0.534 
— 
— 
— 
— 
— 
— 
— 
— 
# Common figures have been given for the North East hence mterstate competitivity cannot be calculated. 
Source Indian Express Magazine March 17, 2002 who have sourced it from the India Development Report 
(2000), National Council for Applied Economic Research. 
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Villages with different facilities 
Exhibit A-7 
(in percentage terms) 
s. 
No 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the 
state 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal Pradesh 
Jammu & Kashmir 
Jharkhand 
Kamataka 
Kerala 
Madhya Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaiand 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman & N. Is 
Arunachal Pradesh 
Chandigarh 
Dra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Index for cal 
Surfaced 
Roads per 
100sq..kms. 
(1999-2000) 
0.0210 
0.0069 
0.0089 
. . . 
0.0223 
0.0932 
0.0324 
0.0149 
0.0000 
— 
0.0293 
0.0686 
0.0096 
0.0528 
0.0074 
0.0094 
0.0103 
0.0195 
0.0309 
0.0590 
0.0127 
0.0102 
0.0507 
0.0220 
0.0251 
— 
0.0272 
— 
0.0012 
— 
— 
— 
1.0000 
.. . 
. . . 
culation of competitiveness 
% of villages 
connected by 
roads(1999-
2000) 
0.8028 
0.6447 
0.2716 
. . . 
0.9208 
0.9962 
0.9832 
0.2301 
0.5226 
— 
0.9947 
0.9895 
0.0000 
0.5918 
0.2454 
0.2366 
0.7669 
0.8440 
0.2898 
0.9619 
0.3312 
0.7133 
0.3183 
0.3148 
0.3075 
. . . 
0.2824 
. . . 
0.1699 
. . . 
— 
— 
1.0000 
. . . 
— 
Number of 
electricity 
consumers( 
% ofpopula 
tion )(1999-
2000). 
0.4981 
0.0144 
0.0000 
— 
0.6094 
1.0000 
0.5828 
0.9899 
0.2118 
— 
0.7089 
0.6780 
0.3273 
0.5530 
0.2193 
0.1996 
0.4758 
0.1698 
0.0639 
0.6935 
0.2746 
0.3949 
0.7445 
0.1134 
0.1197 
. . . 
0.1410 
— 
0.3220 
— 
— 
— 
0.6690 
— 
.. . 
Direct 
telephone 
lines per 100 
persons 
(1999-2000) 
0.1804 
0.0321 
0.0099 
— 
0.2492 
0.6500 (#) 
0.1911 
O.SIVSC^) 
0.0543 
— 
0.2217 
0.3654 
0.0581 
0.3188 
— 
0.0000 ($) 
— 
— 
0.0436 
0.3670 
0.1063 
— 
0.2882 
— 
0.1498 
— 
0.1047 
— 
. . . 
— 
— 
— 
1.0000 
— 
.. . 
Cellular 
Subscribers 
(% of 
population 
)(1999-2000). 
0.0805 
0.0000 
0.0020 
— 
0.1107 
— 
0.0402 
0.0262 
— 
— 
0.1227 
0.2274 
0.0121 
0.2032 
— 
— 
1 . . 1 
— 
0.0020 
0.1509 
0.0060 
— 
0.1238 
— 
0.0543 
— 
0.0523 
— 
— 
— 
— 
— 
1.0000 
— 
. . . 
* includes Jharkhand; ** includes Chhatisgarh; *"* includes Uttaranchal till 2001. # figure for 1990-91. $ figure for 
1994-95. ^  Mr. Sukh Ram former Union Communications Minister was from the state and was probably responsible for 
this very number of direct telephone lines per 100 population. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
Source e-mail dated 4-6-2003 from Mr. Mangesh Soman, ET Intelligence Group, Economic Times, Mumbai. 
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s. 
No 
9. 
10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 
31. 
32. 
33. 
34. 
35. 
Name of the 
state 
Villages with different facilities 
Exhibit A-8 
(in percentage terms) 
Index for calculation of competitiveness 
Andhra Pradesh 
Assam 
Bihar* 
Chhatisgarh 
Gujarat 
Goa 
Haryana 
Himachal 
Pradesh 
Jamm& Kashmir 
Jharkhand 
Karnataka 
Kerala 
Madhya 
Pradesh** 
Maharashtra 
Manipur 
Meghalaya 
Mizoram 
Nagaland 
Orissa 
Punjab 
Rajasthan 
Sikkim 
Tamil Nadu 
Tripura 
Uttar Pradesh*** 
Uttaranchal 
West Bengal 
Andaman fcN. Is 
Arunachal 
Pradesh 
Chandigarh 
Dra and NgHavl 
Daman & Diu 
Delhi 
Lakshadweep 
Pondicherry 
Per capita 
deposits wi 
th schedule 
d commerci 
al banks (Rs 
.) (31-3-01) 
0.073 
0.026 
0.019 
0.024 
0.121 
0.627 
0.102 
0.138 
0.111 
0.053 
0.185 
0.167 
0.041 
0.217 
0.000 
0.072 
0.035 
0.036 
0.031 
0.219 
0.041 
0.129 
0.113 
0.041 
0.045 
0.124 
0.090 
0.051 
Index of infrastructure 
Motor vehicle Road length-
I.OOO 
(Nos.) per 
lakh of 
populaation 
(31-3-98) 
0.123 
0.010 
0.025 
0.327 
0.750 
0.212 
0.055 
0.183 
0.152 
0.157 
0.180 
0.042 
0.233 
0.041 
0.376 
0.124 
0.030 
0.202 
0.000 
0.046 
0.024 
1.000 
(kms) per hun 
dred sq. kms. 
of area. 
(31-3-97) 
0.031 
0.043 
0.023 
0.020 
0.121 
0.030 
0.025 
0.000 
0.036 
0.205 
0.020 
0.035 
0.022 
0.016 
0.007 
0.057 
0.089 
0.066 
0.016 
0.009 
0.084 
0.073 
0.043 
0.042 
0.004 
1.000 
Domestic co 
nsumption 
of electricity 
per capita 
(kwh) 
0.241 
0.057 
0.000 
0.266 
0.625 
0.347 
0.287 
Industi-ial co 
nsumption 
of electricity 
per capita 
(kwh) 
0.200 
0.057 
0.188 
0.625 
1.000 
0.247 
0.508 
0.416 
0.224 
0.486 
0.133 
0.373 
0.110 
0.231 
0.268 
0.136 
0.163 
0.548 
0.157 
0.309 
0.314 
0.090 
0.137 
0.170 
0.135 
l.OQO 
0.097 
0.244 
0.285 
0.210 
0.539 
0.007 
0.080 
0.000 
0.029 
0.257 
0.844 
0.225 
0.084 
0.496 
0.029 
0.087 
0.195 
0.006 
0.433 
* includes Jharkhand; ** includes Chhatisgarh; *** includes Uttaranchal till 2001. 
Note dashes in front of the state indicate either that data was not available or that the state did not exist. 
Source e-mail dated 4-6-2003 from Mr. Mangesh Soman, ET Intelligence Group, Economic Times, Mumbai. 
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